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INTRODUCTION 


• The  purpose  of  this  study  is  to  examine  the  level,  extent  and  type  of 
corporate,  market,  industry  and  product  planning  that  is  conducted  in  the 
computer  services  industry,  with  particular  emphasis  on  corporate  planning. 

This  study  focuses  on  the  most  successful  corporate  planners  and  points 
out  why  they  are  successful. 

It  also  looks  at  the  less  successful  corporate  planners  and  points  out  the 
problems  they  have  encountered,  or  are  likely  to  encounter  soon,  due  to 
poor  corporate  planning. 

• The  research  was  oriented  toward  determining  whether  planning  was  effective 
in  helping  corporations  meet  their  goals,  and  which  components  of  the  planning 
process  contributed  most  to  that  effectiveness. 

• A broad  range  of  companies  were  interviewed  in  order  to  determine  if  type  or 
size  had  a significant  impact  on  the  planning  process. 

Seven  types  of  companies  were  interviewed.  Of  the  twenty-three 
companies  interviewed,  twenty-one  were  computer  services  companies 
and  two  were  computer  manufacturers.  The  types  of  companies 
interviewed  are  profiled  in  Exhibit  l-l. 
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EXHIBIT  1-1 


TYPES  OF  COMPANIES  INTERVIEWED 


COMPANY  TYPE 

NUMBER  OF 
COMPANIES 
INTERVIEWED 

GENERAL  PROCESSING  SERVICES 

5 

SPECIALTY  PROCESSING  SERVICES 

5 

TOTAL  PROCESSING 

10 

COMMERCIAL  PROFESSIONAL  SERVICES 

3 

GOVERNMENT  PROFESSIONAL  SERVICES 

2 

TOTAL  PROFESSIONAL  SERVICES 

5 

SOFTWARE  PRODUCTS 

4 

TURNKEY  SYSTEMS 

2 

COMPUTER  MANUFACTURERS 

2 

GRAND  TOTAL 

23 

- 2 - 

© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


A very  wide  range  in  size  of  company  was  encompassed  in  the  research. 
They  ranged  in  revenue  size  from  $5  million  to  over  $650  million.  The 
number  of  people  employed  ranged  from  70  to  well  over  10,000. 

The  23  companies  interviewed  had  a total  of  $2.7  billion  in  revenues  in 
1979. 

• The  two  non-computer  service  companies  were  included  in  the  research 
because  they  were  both  large  and  recognized  as  well-managed,  high-tech- 
nology companies  that  could  be  compared  to  computer  services  companies  to 
determine  if  they  differed  from  them  in  their  planning  processes. 

No  significant  differences  were  found  in  planning  between  the  service 
and  non-service  companies. 

However,  some  differences  were  found  among  the  various  types  of 
service  companies,  which  will  be  discussed  in  the  appropriate  sections 
of  the  text. 

• Telephone  interviews  were  with  the  chief  executive  and/or  the  chief  planner 
of  all  companies. 

• Two  questionnaires  were  employed  in  the  interview. 

A detailed  questionnaire  was  used  to  examine  the  planning  process  of 
the  company  in  depth. 

A shorter  questionnaire  was  designed  to  evaluate  the  attitudes  to,  and 
assessments  of,  the  planning  process  of  the  chief  executive.  If  the 
chief  executive  was  not  available  for  an  interview,  then  only  the  long 
questionnaire  was  used  in  the  research. 

Eight  companies  were  interviewed  using  both  questionnaires. 
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In  seven  companies,  the  chief  executive  considered  himself  the  chief 
planner  and  was  therefore  interviewed  with  the  long  questionnaire. 

In  the  remaining  eight  companies,  only  the  chief  planner  was 
interviewed. 

Copies  of  both  questionnaires  are  included  in  Appendix  B. 

All  15  of  the  chief  executives  had  the  title  of  President  and/or  Chairman  of 
the  Board,  with  the  one  exception  of  an  Executive  Vice  President. 

The  twenty-three  chief  planners  had  various  titles,  but  the  ones  most 
frequently  encountered  were  Vice  President  and/or  Director  of  Corporate 
Planning  or  Strategic  Planning. 
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I!  EXECUTIVE  SUMMARY 


II 


EXECUTIVE  SUMMARY 


A.  KEY  CONCLUSIONS 

I.  EXECUTIVE  ATTITUDES 

• INPUT  recommends  that  chief  executives  in  the  computer  services  industry 
increase  their  emphasis  on  corporate  planning.  It  is  vital  to  the  success  of 
their  companies.  Effective  corporate  planning  processes  should  be  imple- 
mented as  early  as  possible. 

• As  shown  in  Exhibit  II- 1,  there  is  a direct  relationship  between  chief 
executives'  emphasis  in  corporate  planning  and  the  success  of  their  companies. 

• To  arrive  at  Exhibit  II- 1,  the  chief  executives  of  15  companies  plus  the 
highest-level  planners  in  another  eight  companies  were  asked  to  rate  the 
importance  of  corporate  planning  to  the  success  of  their  companies. 

The  executives  were  then  divided  into  three  groups  determined  by  how 
highly  the  executive  rated  corporate  planning.  Seven  executives  were 
in  the  highest  and  lowest  third  and  the  remaining  eight  were  placed  in 
the  middle  third. 
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RATING  OF  IMPORTANCE* 


EXHIBIT  11-1 


RELATIONSHIP  OF  IMPORTANCE  OF  CORPORATE 
PLANNING  TO  PROFIT  PERFORMANCE 


OF 

PRETAX  PROFITS 


‘RATED  ON  A SCALE  WHERE  TEN  IS  HIGHLY  IMPORTANT  AND  ONE  IS  OF  LITTLE  IMPORTANCE. 
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The  executives'  companies'  five-year  growth  rates  of  pretax  profits 
were  then  computed  and  correlated  to  the  assessments  of  the  impor- 
tance of  corporate  planning. 

The  correlation  is  clear  and  the  effect  substantial.  The  attitude  expressed  by 
the  executives  has  clearly  been  translated  into  corporate  planning  action, 
which  has  had  a measurable  and  distinct  impact  on  the  bottom  line. 

The  message  is  clear:  not  only  is  corporate  planning  important,  it  is  also  very 
effective. 

EFFECTIVE  CORPORATE  PLANNING 

Although  the  aforementioned  findings  are  significant,  further  analysis  of 
executives'  attitudes  would  not  yield  much  information  about  effective  plan- 
ning processes;  therefore,  most  of  the  analysis  in  this  study  is  based  upon  the 
level  of  corporate  planning  in  each  company. 

All  the  companies  interviewed  practiced  corporate  planning  to  some  extent, 
with  varying  degrees  of  success  and  effectiveness. 


The  level  of  corporate  planning  in  each  company  was  evaluated  and  the 
company  was  then  placed  into  one  of  the  following  three  categories: 

The  A companies  demonstrated  formal,  well-established  corporate 
planning. 

The  B companies  had  formal,  but  fairly  rudimentary,  corporate  plan- 
ning. 

The  C companies  had  virtually  no  formal  corporate  planning. 

One  key  objective  of  all  corporate  plans  is  to  increase  and/or  maintain  pretax 
profit  margins. 
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Exhibit  11-2  shows  that,  in  1978,  there  was  a strong  correlation  between  the 
planning  categories  and  pretax  profit  margins. 

However,  the  data  for  1979  reveal  that  the  B companies  suffered  a reversal  in 
profit  margins  while  the  A and  C companies  continued  to  improve  margins. 

All  of  the  B companies  had  only  recently  started  to  implement  a formal 
corporate  planning  process.  The  reason  many  of  them  were  doing  this 
was  that  they  had  recently  suffered  significant  setbacks  which  they 
recognized  could  have  been  avoided  with  more  effective  corporate 
planning. 

Most  of  the  C companies  have  been  extremely  successful,  and  1979  was 
a particularly  good  year  for  them,  but  the  findings  of  this  study  show 
that  they  are  poised  for  the  same  kind  of  setbacks  the  B companies 
encountered  unless  they  improve  their  corporate  planning  processes 
soon. 


B.  MAJOR  FINDINGS 


• Effective  corporate  planning  does  not  assure  that  a company  will  out-perform 
another  company  with  little  or  no  formal  planning  over  the  short  term.  It  is 
directed  at  long-term  objectives  and  assures  more  consistent  good  perform- 
ance over  the  long  term.  In  particular,  it  helps  companies  avoid  unexpected 
catastrophic  financial  results. 

• It  is  impossible  to  implement  an  effective  corporate  plan  unless  a company 
also  has  good  market  and  product  planning.  These  are  especially  important 
because  the  corporate  plan  relies  so  heavily  on  them. 
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EXHIBIT  11-2 


1978-1979  PRETAX  PROFIT  MARGINS 


ABC  ALL 

COMPANIES 


1978 

1979 
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All  executives  interviewed  felt  that  corporate,  market  and  product  planning 
were  much  less  effective  in  their  organizations  than  they  would  like  them  to 
be.  Many  of  them  were  striving  to  improve  their  planning  processes. 

Many  companies  that  had  recently  implemented  a formal  corporate  planning 
process  said  that  they  had  done  so  because  they  had  incurred  problems  due  to  a 
lack  of  planning.  Some  problems  mentioned: 

Poor  financial  controls. 

Constant  shortage  of  capital. 

Focus  on  short-term  goals  only. 

Wrong  priority  choices. 

Larger  financial  commitments  that  cost  a larger  penalty  for  being 
wrong. 

Single  product  or  industry  focus  that  suddenly  revealed  a mature  and/or 
saturated  market. 

Not  investigating  alternate,  better  opportunities  outside  the  current 
business  plan. 

Technological  changes  that  can  put  a company  without  long-range 
planning  out  of  business. 

Reaching  a point  where  growth  cannot  be  sustained  without  new 
products  or  markets. 

Companies  that  require  formal  corporate  planning  processes  usually  implement 
them  too  late. 
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They  are  often  companies  that  are  enjoying  incredible  success  in  both 
revenue  and  profit  growth. 

They  are  so  involved  in  attempting  to  manage  and  sustain  that  growth 
that  they  lose  sight  of  everything  but  the  immediate  problems  at  hand. 

They  are  always  reacting  to  situations  rather  than  planning. 

They  can  afford,  but  will  not  commit  funding  to,  long-range  planning 
because  they  are  overwhelmed  by  the  needs  of  pressing  opportunities. 

• Most  companies  don't  consider  corporate  planning  until  they  reach  the  $50  to 
$100  million  revenue  size,  and  usually  only  after  encountering  serious  prob- 
lems. 


C.  RECOMMENDATIONS 


• INPUT  recommmends  that  a company  should  implement  a formal  corporate 
planning  process  by  the  time  it  has  $10  million  in  revenue  and/or  200 
employees.  By  the  time  it  has  reached  $25  million  (when  problems  often  begin 
to  appear),  the  planning  process  will  be  effective. 

• Effective  corporate  planning  takes  place  through  an  iterative  process  involving 
all  levels  of  management  focusing  on  long-term  objectives. 

• The  chief  planner's  role  in  the  process  should  be  as  plan  designer  and  process 
facilitator,  not  plan  executor  or  monitor. 

• Larger  companies  should  have  approximately  four  dedicated  planners,  in- 
cluding market  and  product  planners,  for  every  1,000  employees. 
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Corporate,  market  and  financial  planning  should  be  separated  organizationally, 
but  tied  together  with  extremely  good  channels  of  communication. 

In  well-managed  organizations,  managers  spend  almost  40%  of  their  planning 
time  on  corporate  planning,  30%  on  market  or  industry  planning  and  the 
remainder  on  various  other  planning  activities. 

In  these  organizations,  the  companies  spend  a little  less  than  1%  of  their 
annual  revenues  on  corporate  planning. 

Companies  establishing  a corporate  planning  function  for  the  first  time 
should  fund  it  with  at  least  $100,000,  or  1%  of  annual  revenues. 

Fifteen  to  twenty  percent  of  that  budget  should  be  allocated  to 
external  expenditures  for  market  research  services. 

Ten  to  fifteen  percent  of  the  budget  should  be  allocated  to  competitive 
analysis,  half  of  that  for  external  research  services. 

All  line  and  staff  managers  should  participate  in  the  corporate  planning 
process. 

To  start,  a company  should  employ  at  least  one  full-time  corporate  planner 
reporting  to  the  president. 

The  planning  process  should  be  incorporated  in  a planning  manual.  Manuals 
were  found  in  use  by  all  of  the  good  planning  companies  interviewed. 

Companies  establishing  a corporate  planning  process  for  the  first  time  should 
give  their  line  managers  at  least  four  days  a year  of  formal  training  in 
planning. 

The  corporate  plan  should  look  forward  three  years. 
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It  should  anticipate  technological  changes  at  least  five  and  possibly  10 
years  away. 

It  should  be  updated  annually. 

• The  plan  should  include  qualitative  as  well  as  quantitative  objectives. 

• Good  market  research  is  a vital  part  of  corporate  planning  because  it  is  the 
primary  means  of  identifying  the  best  opportunities  to  be  addressed  by  the 
plan. 


External  market  research  should  play  a large  role  in  this  process. 

A company's  own  sales  force  is  also  an  important  source  of  market 
information. 

• The  best  new  product  ideas  come  from  customers. 

Formal  product  plans  should  be  required. 

They  should  be  evaluated  at  several  levels  of  management  and  by  a 
number  of  functional  areas. 

• The  product  approver  should  spend  at  least  15%  of  his  time  in  direct  customer 
contact. 
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Ill  EFFECTIVENESS  OF  CORPORATE  PLANNING 


Ill 


EFFECTIVENESS  OF  CORPORATE  PLANNING 


A.  FUNDAMENTAL  DEFINITIONS 


• During  the  interview  process,  respondents  were  asked  many  questions  about 
corporate  planning,  market  or  industry  planning  and  product  planning.  The 
respondents  were  given  no  definition  of  these  terms,  nor  for  the  most  part  did 
they  seek  any.  INPUT  presented  no  definitions  because  it  wanted  the 
respondents  to  define  the  terms  themselves. 

• The  following  definitions  are  based  on  the  surveyed  companies'  responses,  and 
the  terms  defined  will  be  used  throughout  this  report. 

Corporate  Planning  is  a strategic  planning  process  that  encompasses  at 
least  two  years,  but  more  often  three  to  five  years,  and  occasionally  10 
years.  The  primary  purpose  of  a corporate  plan  is  to  establish  long- 
term objectives  and  guidelines  for  reaching  those  objectives.  Quali- 
tative and  quantitative  objectives  are  established.  The  objectives  may 
vary  from  company  to  company,  but  one  objective  that  is  ever  present 
is  to  increase  profits.  Resources  and  the  allocation  of  those  resources 
are  also  an  integral  part  of  the  corporate  plan,  especially  financial 
resources. 

Market  or  Industry  Planning  is  a strategic  planning  process  that 
encompasses  no  more  than  two  years,  and  usually  only  one  year.  The 
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primary  purpose  of  this  planning  is  to  identify  and  exploit  the  best 
opportunities  for  increasing  corporate  revenues.  The  planning  may  be 
cross-industry  or  industry-specialized.  The  primary  issues  addressed 
usually  involve  the  positioning  of  existing  or  new  products  in  the 
marketplace. 

Product  Planning  is  a tactical  planning  process  that  encompasses  the 
life  cycle  of  the  product,  but  is  usually  based  on  an  annual  plan.  The 
primary  purpose  of  the  plan  is  to  increase  revenues  derived  from  the 
product. 

Business  Planning  is  tactical  planning  that  encompasses  no  more  than  18 
months,  and  as  little  as  three  months,  but  usually  one  year.  Business 
plans  are  operating  plans  that  are  usually  executed  and  controlled 
through  revenue  and  expense  budgets.  Business  plans  are  made  within 
the  context  of  a corporate  plan,  when  such  a plan  exists.  When  it 
doesn't,  plans  are  made  within  the  context  of  the  chief  executives' 
wishes. 


B.  EMPIRICAL  EVALUATION  TECHNIQUE 


• The  companies'  corporate  planning  processes  were  evaluated,  and  each  was 
placed  in  one  of  three  categories. 

Category  A:  Six  companies  all  had  a formal,  well-established  corporate 
planning  process  in  place. 

Category  B:  Seven  companies  had  a formal  corporate  planning  process 
in  place  that  had  just  been  implemented,  or  had  been  in  place  less  than 
a year. 
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Category  C:  Ten  companies  had  virtually  no  formal  corporate  planning 

activity  at  all. 

• Most  of  the  analysis  in  this  study  is  based  on  the  above  categories,  but  data 
were  tabulated  and  analyzed  in  two  other  ways. 

• The  companies  were  analyzed  by  the  type  of  business  in  which  they  were 
engaged: 

. General  processing  services. 

. Specialty  processing  services. 

. Commercial  professional  services. 

. Government  professional  services. 

. Software  products. 

. Turnkey  systems. 

. Computer  manufacturing. 

• No  significant  differences  were  found  in  the  corporate  planning  processes 
among  the  various  types  of  companies.  A number  of  differences  were 
observed  in  market  and  product  planning,  which  will  be  reviewed  in  subsequent 
chapters. 

• Respondent  companies  were  also  analyzed  by  the  size  of  the  company  in 
annual  revenues: 

. Less  than  $25  million. 

. $25  to  $49.9  million. 
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$50  to  $99.9  million 


. $ 100  million  and  above. 

• Size  was  a significant  factor  in  corporate  planning. 

With  one  exception,  all  of  the  C companies  had  revenues  of  less  than 
$50  million,  as  shown  in  Exhibit  lll-l. 

Small  size  does  not  preclude  effective  formal  corporate  planning,  since 
more  than  one-third  of  the  A and  B companies  had  less  than  $50  million 
in  revenues. 

• All  of  the  companies  interviewed  could  afford  more  formal  corporate  planning. 

Companies  that  had  not  implemented  it  either  did  not  know  and/or  did 
not  appreciate  the  benefits  of  corporate  planning,  or  were  overwhelmed 
with  managing  current  growth  and  addressing  immediate  opportunities. 

Companies  that  had  implemented  it  were  either  blessed  with  far- 
sighted management,  owned  by  a parent  company  that  employed 
sophisticated  planning  practices,  or  had  been  seriously  hurt  by  events 
that  could  have  been  avoided  with  more  effective  corporate  planning. 

• Revenue  size  has  most  significance  when  comparing  the  categories  by  revenue 
and  profit  growth. 

The  median  size  of  the  A and  B companies  are  fairly  comparable. 

Comparisons  with  the  C companies  must  be  carefully  qualified  by  the 
fact  that  they  are  very  small  both  in  an  absolute  sense  and  also,  in 
comparison  to  the  A companies,  in  a relative  sense. 
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RESPONDENT  COMPANIES'  REVENUE  PROFILES,  1979 
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A COMPANIES  B COMPANIES  C COMPANIES  MEDIAN  MEAN 

REVENUES  REVENUES 


• All  of  the  companies  have  been  very  successful  in  increasing  their  revenues 
over  the  past  five  years,  as  shown  in  Exhibit  1 1 1—2. 

The  C group  of  companies  has  a slightly  higher  growth  rate  than  the  A 
companies,  primarily  because  it  is  from  a very  small  revenue  base. 
Taking  that  into  consideration,  the  A companies  have  performed  at 
least  as  well  as  the  C companies,  if  not  better. 

The  B group  of  companies,  comparable  in  size  to  the  A companies,  had 
a growth  rate  17%  lower  than  the  A companies. 

• The  same  pattern  emerges  when  one  examines  the  most  recent  fiscal  year 
revenue  growth  rate  for  the  three  categories. 

The  B companies'  growth  rate  was  32%  lower  than  the  A companies',  as 
shown  in  Exhibit  111-3. 

Five  of  the  seven  B companies  indicated  that  they  had  encountered 
serious  problems  within  the  past  two  years  which  could  have  been 
avoided  with  better  corporate  planning.  Indeed,  that  was  why  they 
were  striving  to  improve  their  corporate  planning  processes. 

• The  extraordinary  five-year  pretax  profit  growth  rate  of  the  C companies, 
shown  in  Exhibit  1 1 1-4,  can  in  part  be  explained  by  their  small  size  (average 
1979  revenues  of  $24  million)  and  the  growth  from  very  small  profit  bases  of 
five  years  before. 

• The  1978-1979  pretax  profit  growth  rates  were  very  nearly  equal  for  the  A and 
C companies,  while  the  B companies  showed  a sharp  decline,  as  shown  in 
Exhibit  111-5. 

In  spite  of  the  slightly  higher  growth  rate  of  B companies'  average 
profit,  the  A companies'  average  profit  margin  in  1979  of  17.1%  was 
16%  higher  than  the  14.3%  profit  margin  reported  by  the  C companies. 
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ANNUAL  GROWTH  RATE 


EXHIBIT  1 1 1 -2 


AVERAGE  ANNUAL  REVENUE  GROWTH 
RATE  FOR  1975-1979 


COMPANY  GROUP 
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EXHIBIT  111-3 


AVERAGE  REVENUE  GROWTH 

1978-1979 


COMPANY  GROUP 
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EXHIBIT  111-4 


AVERAGE  FIVE-YEAR  PRETAX  PROFIT  GROWTH 


COMPANY  GROUP 
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PERCENT  CHANGE 


EXHIBIT  1 1 1- 5 


WEIGHTED  AVERAGE 
PROFIT  GROWTH,  1978-1979 


ABC  OVERALL 

COMPANY  GROUP 
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The  A companies'  average  profit  margin  was  a full  30%  higher  than  the 
B companies'  reported  margin  of  I 1.9%  in  1979. 

• In  terms  of  profit  margins,  the  A companies  easily  outperformed  the  B and  C 
companies.  In  terms  of  recent  profit  growth,  the  A companies  also  performed 
well. 

• Productivity  in  1979  was  substantially  lower  for  the  B companies  compared  to 
the  A and  C companies,  which  were  essentially  the  same,  as  shown  in  Exhibit 
111-6. 


• The  A companies'  higher  profit  margins  make  their  productivity  a bit  more 
valuable  than  the  C companies'  productivity. 

• Productivity  for  all  U.S.  computer  services  companies  was  reported  to  be  an 
average  of  $40,000  per  employee  in  the  1979  ADAPSO  Annual  Report. 
The  overall  average  for  all  companies  surveyed  in  this  study  was  25%  higher 
than  that,  and  the  A and  C companies'  were  43%  higher.  The  companies  in  this 
sample  are  definitely  above  average. 

• On  all  of  the  measures  reviewed  above,  revenue  growth,  profit  growth, 
productivity  and  profit  margins,  the  C companies  performed  as  well  as  the  A 
companies,  except  for  one  measure,  profit  margin. 

In  general,  the  C companies  performed  well  by  most  measures  because 
of  their  small  size  in  both  total  revenues  and  in  number  of  products,  and 
because  of  their  very  small  shares  of  the  markets  in  which  they  are 
involved. 

In  short,  most  of  these  companies  have  not  reached  the  point  where 
formal  corporate  planning  is  critically  important  to  them. 

The  B companies  have  reached  that  point  and,  being  unprepared,  have 
suffered  for  not  having  more  formal  corporate  planning. 
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REVENUES 


EXHIBIT  MI-6 


PRODUCTIVITY  - REVENUES  PER  EMPLOYEE,  1979 


COMPANY  CROUP 
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The  C companies  and  other  companies  similar  to  them  should  learn 
from  the  B companies'  experience  and  work  earlier  towards  the  example 
of  the  A companies  in  their  corporate  planning  activities. 


C.  COMPANIES'  EVALUATIONS  OF  PLANNING 


• The  chief  executives  and  chief  planners  of  the  surveyed  companies  were  asked 
to  rate  the  importance  of  corporate  planning  to  the  success  of  their 
companies,  and  to  rate  their  effectiveness  on  a scale  of  I to  10,  where  10  is 
highly  important  or  effective. 

A linear  regression  was  calculated  correlating  these  two  ratings  for 
each  of  the  three  categories  of  companies,  which  yielded  some  signifi- 
cant information  about  the  attitudes  of  the  executives  of  these  groups. 

There  was  a very  strong  correlation  between  the  two  ratings  for  the  B 
companies,  as  shown  in  Exhibit  1 11-7.  The  line  indicates  that  the  higher 
they  rated  the  importance  of  planning,  the  higher  they  rated  its 
effectiveness.  This  is  a reflection  of  the  fact  that  all  of  these 
companies  had  only  recently  recognized  the  importance  of  corporate 
planning  and  implemented  formal  processes,  but  that  it  was  too  early  to 
assess  effectiveness.  It  is  more  an  indication  of  expectations  than  of 
results. 

The  A companies  had  a less  pronounced  correlation  between  the  two 
ratings,  showing  that  their  experience  with  corporate  planning  had 
taught  them  that  it  was  effective,  but  that  their  expectations  for  it 
were  probably  more  realistic  than  the  B companies'. 
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EFFECTIVENESS 


EXHIBIT  111-7 


RATINGS  OF  IMPORTANCE  AND 

EFFECTIVENESS  OF  CORPORATE  PLANNING 
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The  C companies'  line  shows  that  they  do  not  expect  that  corporate 
planning  would  be  very  effective  for  them.  These  companies  either  did 
not  plan  to  increase  their  corporate  planning  activities  or  did  not 
expect  it  to  benefit  them  very  much. 

• Data  in  subsequent  chapters  of  this  study  will  show  that  not  only  do  the  C 
companies  have  a low  opinion  about  corporate  planning,  but  that  they  are  also 
doing  very  little  about  it. 

• Exhibit  ll-l,  in  the  Executive  Summary  of  this  report,  indicates  that  the  C 
companies  will  not  profit  as  much  over  the  long  term  from  their  attitudes  and 
actions  as  will  the  A and  B companies. 

• Exhibit  II 1-8  shows  some  contrasts  between  the  assessments  by  the  chief 
executive  and  the  chief  planner  in  the  eight  companies  in  which  both  were 
interviewed  on  corporate,  market  and  product  planning. 

The  chief  executive  invariably  gave  higher  ratings  than  the  chief 
planner  to  the  importance  of  planning  (15%  higher  on  average)  and  to 
the  effectiveness  of  planning  (10%  higher  on  average). 

In  all  cases,  both  executives  rated  market  planning  and  product  planning 
as  more  important  than  corporate  planning.  This  reflects  a sentiment 
expressed  by  many  of  the  executives  that  corporate  planning  won't  do  a 
thing  for  a company  without  good  market  and/or  product  planning. 

All  of  the  companies  interviewed  had  a formal  market  and/or  product 
planning  function,  which  indicates  companies  cannot  get  along  without 
one  or  the  other  of  those  functions. 

Both  executives  consistently  felt  that  all  types  of  planning  were  more 
important  than  they  were  effective.  Most  of  the  executives  inter- 
viewed felt  that  there  was  a lot  of  room  for  improvement  in  their 
planning  processes. 
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RATING 


EXHIBIT  111-8 


RATINGS  BY  CHIEF  EXECUTIVES  AND  CHIEF  PLANNERS 
OF  IMPORTANCE  AND  EFFECTIVENESS  OF  PLANNING 


10 


as 

8.8 

8.3 

ao 

8 

— 

Z 

7.6 

/ 

7] 

— 

6.8 

/ 

/ 

/ 

/ 

/ 

6 

/ 

/ 

V 

/ 

/ 

/ 

/ 

/ 

/ 

A 

/ 

/ 

/ 

/ 

/ 

4 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

A 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

/ 

n 

/ 

/ 

/ 

CORPORATE  MARKET  PRODUCT 
IMPORTANCE  OF  PLANNING 


6.8 


CORPORATE  MARKET  PRODUCT 
EFFECTIVENESS  OF  PLANNING 


| | CHIEF  EXECUTIVE 

P/1  CHIEF  PLANNER 


-30- 

© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


I NR 


The  executives  in  the  A companies  rated  the  importance  of  corporate  planning 
much  higher  than  did  the  executives  in  the  other  two  categories,  as  shown  in 
Exhibit  111-9. 


These  ratings  of  corporate,  market  and  product  planning  show  a 
progression  in  importance  from  product  planning  (most  important  to  the 
C companies)  to  market  planning  (most  important  to  the  B companies) 
to  corporate  planning  (most  important  to  the  A companies). 

These  differences  in  the  rating  of  the  types  of  planning  are  also 
strongly  reflected  in  where  the  emphasis  is  placed  on  planning  in  these 
companies. 

Another  distinct  difference  is  seen  in  the  executives'  assessment  of  the 
effectiveness  of  these  planning  functions,  as  shown  in  Exhibit  I II- 10. 

The  B companies  felt  they  were  fairly  effective  in  market  and  product 
planning,  but  not  very  effective  in  corporate  planning.  This  is  a 
reflection  of  two  things: 

. Many  of  these  companies  had  made  recent  mistakes  due  to  poor 
corporate  planning. 

. All  of  them  were  relatively  new  to  corporate  planning,  and  they 
weren't  sure  they  knew  enough  about  it  to  do  it  effectively. 

The  A companies,  on  the  other  hand,  felt  they  were  doing  fairly  well  at 
corporate  planning,  but  relatively  poorly  at  market  and  product 
planning. 

. This  is  mainly  a result  of  the  difficulty  many  of  these  companies 
experienced  and  expressed  about  tying  these  three  planning 
functions  together. 
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EXHIBIT  MI-9 


RATINGS  OF  IMPORTANCE  OF  PLANNING  FUNCTIONS 
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RATINGS  OF  EFFECTIVENESS  OF  PLANNING  FUNCTIONS 
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. The  problem  appears  to  arise  when  a company  has  several 

market  and/or  product  groups  contending  for  the  same  pool  of 
corporate  resources. 

. The  corporate  planner  finds  it  difficult  to  fit  the  pieces  together 
into  a coherent  working  plan  that  satisfies  the  corporate  plan 
and  the  various  contenders  for  the  resources. 

. The  root  cause  of  the  difficulty  in  assessing  the  merits  of  the 
various  market  and  product  plans  seems  to  be  in  tying  forecasts 
to  commitments  that  fit  within  the  overall  plan. 

. There  is  an  evident  weakness  here,  and  further  study  might  yield 
some  solutions  to  this  problem. 

There  were  some  significant  differences  in  the  way  the  A companies  responded 
to  a question  about  the  greatest  strength  of  their  company  as  compared  to  the 
B and  C companies,  as  shown  in  Exhibit  III- 1 I. 

The  B and  C companies  responded  overwhelmingly  that  the  high  quality 
of  their  people  was  their  greatest  strength. 

Two-thirds  of  the  A companies  cited  non-people  strengths. 

The  difference  seems  to  be  a result  of  the  fact  that  the  A companies' 
view  on  strength  is  from  a long-term  perspective  similar  to  their 
corporate  plans,  whereas  the  other  companies  are  focused  on  more 
immediate  objectives. 

Perhaps,  too,  the  "organization"  is  more  important  than  people  in 
companies  that  require  more  formalized  corporate  plans. 

In  commenting  about  their  greatest  weakness,  a number  of  the  B and  C 
companies  cited  weaknesses  such  as  poor  financial  controls,  lack  of  capital, 
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EXHIBIT  111-11 


COMPANIES'  GREATEST  STRENGTHS 
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wrong  priority  choices,  single  industry  and  short-term  goals  that  all  could  be 
alleviated  by  better  corporate  planning,  as  shown  in  Exhibit  111-12. 

One  or  two  companies  in  each  group  mentioned  young  or  immature  manage- 
ment as  a weakness,  which  can  be  attributed  in  large  part  to  the  very  high 
growth  rates  of  these  companies. 
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EXHIBIT  III-12 


COMPANIES'  GREATEST  WEAKNESSES 


WEAKNESS 

A 

COMPANIES 

B 

COMPANIES 

c 

COMPANIES 

ALL 

COMPANIES 

YOUNG  OR  IMMATURE  TOP 

1 

1 

MANAGEMENT 

YOUNG  OR  IMMATURE  MIDDLE 

1 

1 

MANAGEMENT 

YOUNG  OR  IMMATURE  MANAGE- 

1 

1 

MENT 

LACK  OF  DEPTH  IN  MANAGEMENT 

- 

1 

- 

1 

AUTOCRATIC  CHIEF  EXECUTIVE 

- 

- 

1 

1 

DIFFICULT-TO-MANAGE  PEOPLE 

- 

- 

1 

1 

CAN'T  FIND  ENOUGH  GOOD  PEOPLE 

1 

- 

- 

1 

LOW-QUALITY  MARKETING  PEOPLE 

- 

1 

- 

1 

PEOPLE  WEAKNESSES  SUBTOTAL 

2 

3 

3 

8 

CAN'T  THINK  OF  ANY  WEAKNESSES 

1 

2 

- 

3 

POOR  FINANCIAL  CONTROLS 

1 

1 

- 

2 

CONSTANTLY  SHORT  OF  CAPITAL 

- 

1 

1 

2 

DIGESTING  ACQUISITION 

1 

- 

- 

1 

ORGANIZATION  TOO  COMPLEX 

1 

- 

0 

1 

FOCUSING  ON  SHORT-TERM  GOALS 

- 

- 

1 

1 

FOCUSING  ON  SINGLE  VERTICAL 

1 

1 

INDUSTRY 

CHOOSING  WRONG  PRIORITIES 

- 

- 

1 

1 

LACK  OF  REPUTATION 

- 

- 

1 

1 

CAN'T  ANSWER 

- 

- 

1 

1 

NON-PEOPLE  SUBTOTAL 

4 

4 

6 

14 

TOTAL 

6 

7 

9 

22 
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IV  PLANNING  ACTIVITIES 


IV  PLANNING  ACTIVITIES 


A.  ORGANIZATION  AND  INTERFACES 


• As  would  be  expected  from  the  category  definitions,  the  A companies  dedicate 
a great  deal  more  of  their  management  personnel  to  planning  on  a full-time 
basis,  as  shown  in  Exhibit  IV- 1. 

None  of  the  C companies  had  anyone  assigned  full  time  to  planning, 
while  the  A companies  had  an  average  of  one  full-time  planner  per  225 
employees. 

The  B companies  had  one  full-time  planner  per  500  employees. 

• Since  both  the  A and  C companies  had  revenues  of  approximately  $57,000  per 
employee,  it  would  be  reasonable  to  expect  companies  with  as  little  as  $1  I 
million  a year  in  revenues,  or  as  few  as  225  employees,  to  have  one  full-time 
professional  planner  on  their  staff,  which  would  equal  the  commitment  of  the 
A companies  to  planning. 

The  planning  activity  covered  would  include  product  and  market 
planning  as  well  as  corporate  planning. 

INPUT  recommends  that  by  the  time  a company  has  $10  million  in 
revenue  and/or  200  employees,  it  should  have  in  place  one  executive 
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PERCENT 


EXHIBIT  IV-1 


PROPORTION  OF  TOTAL  WORKFORCE 
DEDICATED  FULL  TIME  TO  PLANNING* 


A B C OVERALL 

COMPANY  GROUP 


’MANAGEMENT  ONLY 
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dedicated  to  corporate  planning  and  at  least  one  other  concerned  with 
product  and  market  planning. 

Many  of  the  companies  surveyed  delayed  getting  a full-time  corporate  planner 
until  they  were  in  the  $50-100  million  sales  range,  and  that  is  usually  too  late. 

By  the  time  companies  reach  that  size  they  are  already  confronting 
problems  that  could  have  been  avoided  by  having  a formal  corporate 
planning  process  in  place. 

This  is  especially  true  of  companies  like  the  ones  studied  in  this  report, 
which  are  growing  at  30-40%  per  year  in  an  environment  of  rapid 
technological  and  business  changes. 

An  important  aspect  of  planning  is  getting  most  of  management  involved  in 
the  process.  Exhibit  IV-2  shows  an  extreme  difference  in  the  percentage  of 
managers  who  are  involved  in  the  planning  process  on  a part-time  basis  in  the 
three  categories. 

Another  way  of  looking  at  this  involvement  is  to  see  that  for  every 
1,000  employees,  the  A companies  have  35  managers,  the  B companies 
have  five  managers  and  the  C companies  have  less  than  two  managers 
involved  in  planning  on  a part-time  basis. 

With  35  managers  per  1,000  employees,  the  A companies'  managers 
have  an  average  of  28  employees  reporting  to  them,  which  demon- 
strates that  the  management  involved  extends  down  almost  to  the 
bottom-line  managers. 

INPUT  recommends  that  all  managers  should  play  an  active  role  in  the 
corporate  planning  process,  when  it  is  implemented  at  the  recommended  point 
of  200  employees  and/or  $10  million  in  revenues. 
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EXHIBIT  IV-2 


PERCENT  OF  TOTAL  WORKFORCE  DEDICATED 
PART  TIME  TO  PLANNING* 


COMPANY  GROUP 


‘MANAGEMENT  ONLY 
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As  the  company  reaches  the  $50  million  level,  those  involved  should  be 
limited  solely  to  managers  who  have  other  managers  reporting  to  them. 

Line  and  staff  managers  should  be  equally  committed  to  the  planning 
process. 

• A typical  organizational  structure  for  a fully  established  corporate  planning 
process  is  illustrated  in  Exhibit  IV-3. 

Most  of  the  B companies  had  similar  organizational  structures,  but 
many  had  variations  to  accommodate  available  management  talent  or 
to  fit  into  the  original  preplanning  structure. 

In  some  companies,  acquisitions  were  handled  by  the  chief  planner,  but 
INPUT  recommends  that  they  be  handled  as  a separate  function. 

The  chief  corporate  planner  should  report  to  the  president. 

• The  corporate  plan  encompasses  all  corporate  activity,  so  it  should  not  be 
limited  or  hindered  by  a reporting  structure  that  is  filtered  through  a 
marketing,  financial  or  other  function. 

. In  all  but  two  companies  surveyed  where  the  chief  planner  was 
not  also  the  chief  executive,  the  chief  planner  reported  to  the 
president.  In  one  A company  he  reported  to  the  Vice  President 
of  Marketing  and  in  one  B company  he  reported  directly  to  the 
Board  of  Directors. 

. In  eight  of  the  companies  the  chief  executive  acted  as  the  chief 
planner  and  invariably  was  not  doing  an  effective  job. 

• Market  planning  should  be  separate  from  corporate  planning  and  it  should  take 
place  in  the  marketing  or  operating  division.  Industry  and/or  product 
marketing  should  report  to  market  planning. 
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TYPICAL  ORGANIZATION  OF  "A"  COMPANIES 
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Financial  planning  and  business  planning  should  take  place  in  a separate 
finance  group  or  division. 

The  most  important  interface  to  corporate  planning  for  the  success  of  the 
planning  process  is  the  market  planning  department,  preferably  directly,  or 
indirectly  through  the  head  of  the  operating  division,  as  shown  in  Exhibit  IV-4. 

The  second  most  important  interface  - and  a distant  second  at  that  - is  with 
the  president.  Data  discussed  in  Chapter  V show  that  effective  corporate 
planning  is  driven  from  the  bottom  up,  not  from  the  top  down. 

Since  computer  services  companies  are  involved  in  rapidly  changing  technology 
which  can  significantly  impact  corporate  plans,  it  is  not  surprising  to  find  that 
an  interface  with  the  technical  group  was  considered  important  to  many 
companies,  as  shown  in  Exhibit  IV-5. 

However,  none  of  the  A companies  cited  the  interface  with  the 
technical  group  as  important  to  their  corporate  planning  success. 

This  is  not  because  they  do  not  consider  technological  change 
important,  but  because  they  depend  on  market  planning's  assessment  of 
its  impact  on  their  plans. 

An  interface  with  the  finance  group,  although  not  given  as  an  option  on  the 
questionnaire,  was  volunteered  by  four  companies  as  important. 

Other  data  gathered  in  the  study  indicate  that  the  finance  interface  is 
probably  ahead  of  the  technical  in  importance  to  the  success  of  the 
planning  effort. 

Financial  planning  should  be  an  integral  part  of  corporate  planning, 
although  managed  as  a separate  function. 
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NUMBER  OF  COMPANIES 


EXHIBIT  I V- 4 


MOST  IMPORTANT  INTERFACES  FOR  THE  CORPORATE 

PLANNING  GROUP'S  SUCCESS 
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EXHIBIT  IV- 5 


MOST  FREQUENTLY  MENTIONED 
INTERFACES  WHICH  ARE  IMPORTANT  TO 
CORPORATE  PLANNING'S  SUCCESS 


MARKET  PLANNING  OR 
HEAD  OF  OPERATING 
DIVISION 
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FINANCE  GROUP 
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GROUP 


PERSONNEL 
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B. 


WORK  ACTIVITIES 


• All  categories  of  companies  rated  market  or  industry  planning  as  the  most 
important  planning  activity  contributing  to  the  success  of  the  company,  except 
for  the  C companies,  which  rated  it  a close  second  behind  product  planning,  as 
shown  in  Exhibit  IV-6. 

Since  many  of  the  C companies  were  primarily  single-product 
companies,  product  planning  was  essentially  the  same  as  market 
planning. 

The  respondents  are  basically  indicating  that  corporate  planning  cannot 
be  effective  without  market  or  industry  planning. 

• Corporate  planning  was  the  next  most  important  activity  for  the  A companies, 
whereas  the  B companies  rated  product  development  planning  next,  and  the  C 
companies  rated  product  planning  next. 

• Pricing  received  a particularly  high  rating  from  the  B companies  because  they 
felt  more  competitive  pressures  than  did  the  other  two  categories. 

• Corporate  acquisitions  were  of  least  importance  to  any  of  the  companies. 

• A number  of  other  activities  were  volunteered  by  the  respondents,  one  of 
which  (financial  planning)  was  mentioned  several  times  by  the  B companies, 
who  rated  it  as  highly  important.  Productivity,  product  delivery,  people  and 
technology  planning  were  also  mentioned. 

• The  companies  reported  that  they  spent  much  of  their  time  in  1980  on  the 
activities  they  considered  important  - corporate  and  market  planning  - as 
shown  in  Exhibit  IV-7. 
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IMPORTANCE  OF  PLANNING  ACTIVITIES  TO  THE  SUCCESS  OF  THE  COMPANY 
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RATED  ON  A SCALE  WHERE  10  IS  HIGHLY  IMPORTANT  AND  1 IS  OF  LITTLE  IMPORTANCE. 


PERCENT  OF  TIME 


EXHIBIT  IV- 7 


ALLOCATION  OF  CORPORATE  MANAGEMENT'S  PLANNING  TIME,  BY 

PLANNING  ACTIVITIES,  1980 


PLAN-  INDUSTRY  ACQUISITION  ACQUI-  ACTIVITIES 

NING  PLANNING  SITION 

□ A COMPANIES 

□ B COMPANIES 
LiJj  c COMPANIES 

FIT 

lliU  ALL  COMPANIES 
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• The  companies  were  asked  how  their  allocation  of  time  spent  on  planning 
activities  would  change  by  1985,  which  gives  an  indication  of  how  their 
priorities  are  changing. 

The  A companies  felt  they  were  spending  too  much  time  on  corporate 
planning  and  not  enough  on  market  or  industry  planning,  as  shown  in 
Exhibit  IV-8. 

The  B companies  felt  they  should  be  spending  more  time  on  corporate 
acquisitions  and  corporate  planning,  mostly  at  the  expense  of  other 
activities  and  product  acquisitions. 

The  C companies  felt  they  should  be  spending  a lot  more  time  on 
markets  or  industry  planning  and  a little  more  time  on  corporate 
planning. 

• The  result  of  these  planned  changes  in  time  spent  on  activities  will  make  the 
profiles  of  planning  activities  of  the  three  categories  a little  more  similar  and 
consistent  in  1985  than  in  1980,  as  shown  in  Exhibit  IV-9. 

The  most  significant  change  is  that  all  of  the  companies  plan  to  spend 
more  time  on  market  or  industry  planning  than  they  do  on  corporate 
planning,  which  is  the  reverse  of  what  they  were  doing  in  1980. 

This  reinforces  the  importance  of  market  planning  in  the  corporate 
planning  process. 


C.  EXPENDITURES 


• The  differences  in  the  amount  of  expenditures  on  corporate  planning  by  the 
three  categories  of  companies  shown  in  Exhibit  IV- 10  are  much  less  than  the 
differences  shown  earlier  in  the  percent  of  workforce  dedicated  to  full-time 
planning. 


- 51  - 

© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


PERCENT  OF  TIME 


EXHIBIT  IV-8 


FORECAST  OF  CHANGE  IN  ALLOCATION  OF 
CORPORATE  MANAGEMENT'S  PLANNING  TIME  # 
BY  PLANNING  ACTIVITY,  1980-1  985 


PLANNING  INDUSTRY  ACQU1-  ACQUI-  ACTIVITIES 
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PERCENT 


EXHIBIT  IV-9 


FORECAST  OF  ALLOCATION  OF  CORPORATE  MANAGEMENT'S  PLANNING, 

BY  PLANNING  ACTIVITIES,  1985 
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PERCENT 


EXHIBIT  IV- 1 0 


ANNUAL  EXPENDITURES  ON  CORPORATE  PLANNING, 
AS  A PERCENT  OF  TOTAL  REVENUES 
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The  ratio  between  full-time  planners  and  employees  for  the  A 
companies  compared  to  the  B companies  was  nearly  23  to  I,  whereas  the 
ratio  for  expenditures  is  less  than  3 to  I. 

The  B companies  are  spending  much  more  per  full-time  planner  than  the 
A companies  because  they  are  in  a start-up  stage  of  corporate  planning. 

• Since  the  larger  companies  spent  twice  as  much  on  corporate  planning  as  the 
smaller  companies,  size  is  a factor  on  these  expenditures,  but  not  as  important 
as  commitment  to  planning,  as  demonstrated  by  the  aforementioned  3:1  ratio, 
or  the  more  than  6:1  ratio  when  comparing  the  A companies  to  the  C 
companies. 

On  a relative  basis,  the  B and  C companies  could  and  should  budget 
more  for  corporate  planning. 

When  establishing  a formal  corporate  planning  function  for  the  first 
time,  companies  should  plan  on  expending  at  least  $100,000  or  1%  of 
annual  revenues,  whichever  is  larger,  for  that  purpose. 

• The  companies  expect  to  increase  their  corporate  planning  expenditures  an 
average  of  63%  over  the  next  two  years,  as  shown  in  Exhibit  IV- 1 I,  which  is 
equivalent  to  an  average  increase  of  26%  per  year. 

That  level  of  increase  is  a bit  lower  than  the  recent  revenue  growth 
rates  for  the  A and  C companies,  which  were  40%  and  45%  respectively 
for  1978-1979.  As  the  A companies  already  have  a full,  formal 
corporate  planning  process  in  place,  the  C companies  are  far  from 
making  a comparable  commitment  to  planning. 

The  B companies'  growth  was  only  27.5%  for  the  same  period,  and  their 
expected  expenditures  are  right  in  line  with  their  revenue  growth. 
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AVERAGE  CHANGE  IN  CORPORATE 


EXHIBIT  IV-11 


FORECAST  OF  CHANGES 
IN  CORPORATE  PLANNING  EXPENDITURES 
OVER  NEXT  TWO  YEARS 
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• On  average,  companies  spend  17%  of  their  corporate  planning  expenditures  on 
outside  services,  as  shown  in  Exhibit  IV- 1 2.  B category  companies  appear  to 
be  slightly  underspending  here. 

• The  A companies  spend  half  as  much  on  competitive  analysis  as  a proportion  of 
their  total  planning  expenditures  as  the  other  categories,  as  shown  in  Exhibit 
IV- 1 3. 


This  is  due  primarily  to  the  fact  that  their  total  budgets  are  much 
higher,  and  that  there  are  limits  to  a return  on  investment  in  competi- 
tive analysis. 

The  A companies  do  spend  almost  half  of  their  competitive  analysis 
funds  on  external  expenditures.  Virtually  all  of  these  expenditures  are 
for  competitive  analysis  services  provided  by  consulting  firms  that 
specialize  in  the  computer  industry  and/or  computer  services  industry. 

The  C companies  spend  nothing  on  external  competitive  analysis. 

. They  rely  almost  entirely  on  input  from  their  sales  forces  for 
competitive  information. 

. They  are  not  looking  at  markets  other  than  those  in  which  they 
are  established. 

• In  order  to  do  effective  corporate  planning,  companies  must  look  at  unbiased 
market  data  for  all  potential,  as  well  as  existing,  markets  and  products. 

Companies  starting  formal  corporate  planning  for  the  first  time  should 
plan  to  spend  at  least  $15,000-20,000  per  year  on  external  market 
research  (15-20%  of  their  $100,000  budget). 

Larger  companies  with  full  corporate  planning  capabilities  should  plan 
to  spend  a minimum  of  $100,000  per  year. 
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EXTERNAL  EXPENDITURES 


EXHIBIT  IV-12 


PROPORTION  OF  CORPORATE  PLANNING  EXPENDITURES 

SPENT  EXTERNALLY 
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PROPORTION  OF  CORPORATE  PLANNING  EXPENDITURES 
ALLOCATED  TO  COMPETITIVE  ANALYSIS 
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The  A companies'  expenditures  are  relatively  large  because,  in  addition 
to  buying  standard  research  services,  they  have  a lot  of  custom 
research  work  performed  for  them  by  market  research  consultants. 

The  A and  C companies  plan  to  double  their  expenditures  on  competitive 
analysis  over  the  next  two  years,  as  shown  in  Exhibit  iV-14,  because  the 
competition  is  getting  tougher  and  they  must  react  much  more  quickly  to 
changes  in  the  market.  The  B companies'  recent  experiences  have  prompted 
them  to  increase  these  expenditures  already,  with  only  two  of  them  planning 
to  increase  them  further  in  the  next  two  years. 
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INCREASE  IN  EXPENDITURES  FOR  COMPETITIVE 


EXHIBIT  IV- 1 4 


PROJECTED  INCREASE  IN  EXPENDITURES  FOR 
COMPETITIVE  ANALYSIS  OVER  NEXT  TWO  YEARS 


COMPANY  CROUP 
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V THE  PLANNING  PROCESS 


V 


THE  PLANNING  PROCESS 


A.  SETTING  OBJECTIVES 


• The  process  of  setting  objectives  is  central  to  corporate  planning.  Every  other 
activity  revolves  around  this  process.  If  this  process  fails,  then  the  entire 
planning  process  fails. 

The  chief  planners  in  the  A companies  felt  that  their  primary  purpose 
was  to  make  sure  the  process  took  place. 

The  principal  role  the  chief  planner  plays  in  the  planning  process  is  to 
design  it  and  define  how  it  will  take  place. 

Otherwise  the  chief  planner  plays  a relatively  passive  role  in  the 
process. 

• All  of  the  effective  planning  organizations  surveyed,  including  every  company 
in  the  A category,  established  their  objectives  in  the  same  way: 

Objectives  are  established  at  both  top  and  bottom  levels  of  manage- 
ment and  communicated  up  and  down  through  the  ranks  of  line 
management. 
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Staff  managers  contribute  a great  deal  to  facilitate  the  process,  but  it 
is  line  management's  responsibility  to  establish  the  objectives. 

A few  very  broad,  general,  long-term  objectives  are  established  by  top 
management  based  on  input  from  the  lower  levels  of  management. 

The  lower  levels  of  management  then  propose  detailed  plans  for  meeting  the 
general  objectives  established. 

After  a number  of  iterations  of  the  above  process,  during  which  negotiations 
take  place  oriented  towards  reaching  a consensus  at  all  levels  of  management, 
the  top  and  bottom  levels  of  management  come  to  an  agreement  on  the  overall 
objectives  of  the  corporation  and  how  resources  will  be  allocated  and  used  to 
attain  those  objectives.  The  result  is  the  corporate  plan. 

If  the  above  does  not  take  place,  the  company  will  not  develop  an  effective 
corporate  plan. 

In  seven  out  of  ten  of  the  C companies,  and  five  out  of  seven  of  the  B 
companies,  objectives  were  established  at  the  top  or  mostly  at  the  top. 

Very  little  input  was  sought  or  accepted  from  lower-level  management 
in  establishing  objectives. 

In  many  cases,  a business  plan  was  developed  by  fiat. 

The  chief  planners  in  several  of  these  organizations  referred  to  their 
chief  executives  as  autocrats. 

The  contrast  in  the  planning  process  of  establishing  objectives  between  the  A 
and  C companies  was  like  day  and  night.  The  B companies  represented  a gray 
area  somewhere  in  between  the  others. 
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Bearing  the  above  observations  in  mind,  it  is  illuminating  to  review  the 
comments  of  the  chief  executives  and  their  chief  planners  of  the  three 
categories  of  companies,  which  are  quoted  directly  in  Exhibits  V-l  through  V-3. 

The  benefits  they  perceive  or  seek  are  generally  similar,  but  the  C company 
executives,  in  a subtle  way,  seem  to  focus  on  more  specific  issues  than  the  A 
companies.  A companies  perceive  the  benefit  as  "direction"  whereas  C 
companies  perceive  the  benefit  as  "communication"  and  "allocation." 

Every  executive  interviewed  stated  that  the  planning  function  was  becoming 
increasingly  important.  Many  of  the  companies  across  all  three  categories 
stated  reasons  with  similar  themes. 

Several  of  the  B companies  cited  mistakes  or  problems  due  to  poor 
planning  in  the  past. 

A fairly  consistent  theme  about  getting  larger  and  high  growth  was 
cited  by  the  C companies. 

The  executives'  comments  on  why  planning  is  increasing  in  importance  reveals 
as  much  about  the  computer  services  industry  environment  as  it  does  about 
their  planning  processes.  The  reasons  given  are  quoted  in  Exhibits  V-4  through 
V-6. 


The  executives  were  asked  to  state  the  primary  business  philosophy  or  value 
that  drives  the  company. 

Half  of  the  respondents  strove  to  provide  a high-quality  product  or 
service,  as  shown  in  Exhibit  V-7,  indicating  that  they  are  primarily 
market-driven. 

One  of  the  B companies,  a computer  manufacturer,  stated  that  they 
blatantly  followed  and  imitated  another  company  which  definitely 
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EXHIBIT  V-1 


MAIN  BENEFIT  OF  CORPORATE  PLAN  TO  "A"  COMPANIES 


"We  have  to  have  an  investment  strategy  and  that  is  where  it 
comes  from.  We  look  for  'pressure  points'  or  leverage  points." 


"It  improves  resource  allocation." 

"It  gives  us  direction  and  produces  objectives  for  everyone." 

"It  points  out  an  overall  direction  for  the  company." 

"It  enables  us  to  look  at  current  markets  and  potential  markets 
3,  5 and  10  years  out." 

"It  gets  everybody  to  think  along  the  same  lines." 

"It's  a guide.  It  gives  direction." 

"Ease  with  which  we  can  allocate  resources  and  respond  to  new 
opportunities.  Lets  us  know  this  year  what  we  will  be  doing 
next  year. " 

"It  assures  attainment  of  objectives." 


NOTE:  BRACKETS  INDICATE  RESPONSES  BY  CHIEF  EXECUTIVE  AND  CHIEF  PLANNER,  IN 
THAT  ORDER,  FOR  THE  SAME  COMPANY. 
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EXHIBIT  V-2 


MAIN  BENEFIT  OF  CORPORATE  PLAN  TO  "B"  COMPANIES 


"It  enables  us  to  identify  key  decisions." 

"It  enhances  internal  communications  among  senior  management 
and  it  focuses  their  attention  on  important  issues." 

"It  gives  us  guidelines  within  which  to  look  at  opportunities." 

"It  makes  management  focus  on  long-term  issues." 

"It  serves  as  a long-range  focus  to  guide  near-term  decisions." 

"It  provides  a longer  view  of  problems  and  future  organ- 
izational changes  to  meet  changing  market  needs." 

"It  provides  direction  to  our  market,  product  and  industry 
planning  people." 

"It  helps  to  control  growth  through  short-  and  long-range 
budgets  for  revenues  and  costs." 

"I  can't  say.  We  are  in  the  process  of  developing  a corporate 
plan. " 


NOTE:  BRACKETS  INDICATE  RESPONSES  BY  CHIEF  EXECUTIVE  AND  CHIEF  PLANNER,  IN 
THAT  ORDER,  FOR  THE  SAME  COMPANY. 
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EXHIBIT  V- 3 


MAIN  BENEFIT  OF  CORPORATE  PLAN  TO  "C"  COMPANIES 


"It  establishes  priorities,  financial  control  of  the  company  and 
revenue  forecast." 

"It  enables  us  to  allocate  resources." 

"It  is  a road  map  for  the  company." 

"It  helps  to  achieve  a high  rate  of  growth." 

"It  enables  us  to  plan  the  financing  of  the  company's  growth 
in  facilities  and  personnel." 

"It  enables  us  to  determine  allocation  of  resources." 

"It  establishes  common  objectives  and  goals." 

"It  enhances  communication  among  our  staff  and  allows  us  to 
think  through  various  strategies." 

"It  stimulates  thinking  and  establishes  common  objectives." 

"It  gives  direction  to  expansion." 

"It  provides  a focus  for  allocation  of  company  resources. 

Operating  plans  must  conform  to  the  corporate  plan." 

"It  provides  a good  guide  for  hiring  activity  needed  to  support 
our  50%  per  year  growth  rate." 

"It's  just  as  vital  as  market  and  product  planning." 

NOTE:  BRACKETS  INDICATE  RESPONSES  BY  CHIEF  EXECUTIVE  AND  CHIEF  PLANNER,  IN 
THAT  ORDER,  FOR  THE  SAME  COMPANY. 
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EXHIBIT  V-4 


REASONS  FOR  INCREASE  IN  PLANNING'S 
IMPORTANCE  TO  "A"  COMPANIES 


“"It  takes  a lot  of  effort  to  come  up  with  a plan,  but  once  you 
do  it's  dynamite." 

"We  need  to  improve  our  performance  through  better  allocation 
_of  resources  and  better  industry  market  planning." 

“"The  tremendous  changes  in  our  industry  mean  you  must  look 
far  ahead. " 

"Competition  is  getting  tougher  and  the  technology  is  changing 
faster  which  makes  planning  the  investment  of  company 
_ resources  more  important." 

“"Our  current  business  is  very  complex  and  our  market  is  ex- 
panding and  becoming  more  complex." 

"Because  our  current  business  market  is  maturing  and  we  have 
to  diversify,  we  must  identify  real  market  opportunities  and 
_ focus  our  company's  resources  on  them." 

"The  high  growth  of  our  business." 

"The  business  is  getting  more  complex  through  a proliferation 
of  applications,  changing  technology  and  larger  size  of 
business. " 

"Because  of  continuing  corporate  emphasis  from  parent  company." 


NOTE:  BRACKETS  INDICATE  RESPONSES  BY  CHIEF  EXECUTIVE  AND  CHIEF  PLANNER,  IN 
THAT  ORDER,  FOR  THE  SAME  COMPANY. 
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EXHIBIT  V-5 


REASONS  FOR  INCREASE  IN  PLANNING'S 
IMPORTANCE  TO  "B"  COMPANIES 


"We  are  getting  larger  projects." 

"Because  the  company  is  getting  larger,  we  must  focus  attention 
on  most  important  issues.  We  are  making  larger  financial 
commitments  and  we  will  pay  a larger  penalty  for  being 
wrong. " 

"We  have  been  reacting  too  much.  Too  many  opportunistic 
decisions  are  being  made  without  regard  to  long-term  plans." 

"The  business  environment  is  rapidly  changing.  We  learned 
from  mistakes  that  we  could  have  avoided  bad  situations 
with  better  planning." 

"Our  environment  is  getting  more  complex  and  is  rapidly 
changing. " 

"We  are  recognizing  the  importance  of  market  segmentation 
in  providing  new  opporutnities. " 

"We  have  been  investigating  opportunities  improperly.  We 
must  place  more  emphasis  on  the  evaluation  process." 

"In  the  past  we  have  managed  by  the  seat  of  our  pants. 

We  can't  afford  to  do  that  anymore  because  our  market 
is  more  mature  and  the  competition  is  getting  severe." 


NOTE:  BRACKETS  INDICATE  RESPONSES  BY  CHIEF  EXECUTIVE  AND  CHIEF  PLANNER,  IN 
THAT  ORDER,  FOR  THE  SAME  COMPANY. 
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EXHIBIT  V-6 


REASONS  FOR  INCREASE  IN  PLANNING'S 
IMPORTANCE  TO  "C"  COMPANIES 


"It  must  be  a continuous  process  and  an  integral  part  of 
short-term  (six  months,  out)  planning." 

"We  must  expand  markets  and  improve  our  lack  of  corporate 
recognition. " 

"As  our  company  gets  larger,  we  need  to  lengthen  the  lead 
time  for  decisions  because  the  decisions  are  larger." 

"We  are  getting  larger  and  have  more  people;  therefore,  we 
need  to  chart  our  future  and  direct  our  efforts  more." 

"The  company  is  getting  bigger." 

"The  complexity  of  our  industry,  along  with  the  increased  size 
of  our  company,  makes  planning  more  important." 

"The  company  is  getting  bigger  and  we  need  far  larger  in- 
cremental growth,  which  will  require  more  planning." 

"Technological  changes  are  so  frequent  that  long-range  planning 
is  required.  Also,  more  planning  is  required  for  us  to  manage 
our  high  growth  rate  and  the  attendant  problems." 

"Because  of  the  growth  and  size  of  the  company." 

"The  company  is  getting  larger." 

"The  larger  size  of  the  company  and  the  continued  high  growth 
require  more  long-term  planning." 

"We  need  more  formalized  planning  because  the  company  is 
getting  larger." 


NOTE:  BRACKETS  INDICATE  RESPONSES  BY  CHIEF  EXECUTIVE  AND  CHIEF  PLANNER,  IN 
THAT  ORDER,  FOR  THE  SAME  COMPANY. 
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EXHIBIT  V- 7 


PRIMARY  BUSINESS  PHILOSOPHY  OR 
VALUE  THAT  DRIVES  THE  COMPANY 


VALUE  OR  PHILOSOPHY 

A 

COMPANIES 

B 

COMPANIES 

C 

COMPANIES 

ALL 

COMPANIES 

PROVIDE  A SUPERIOR,  HIGH- 
QUALITY  PRODUCT  OR 

3 

3 

5 

11 

SERVICE 

MAXIMIZE  PROFITS 

1 

1 

1 

3 

BE  A RECOGNIZED  TECH- 
NOLOGICAL LEADER 

1 

1 

- 

2 

BE  A LEADER  IN  ALL 
BUSINESS  SEGMENTS  ENTERED 

1 

- 

- 

1 

SATISFY  THE  CUSTOMER 

- 

1 

- 

1 

MAXIMIZE  PEOPLE  PRODUCTIVITY 

- 

- 

1 

1 

MAINTAIN  FLEXIBILITY 

- 

- 

1 

1 

IMITATE  PRODUCTS  OF 
LEADING  COMPETITOR 

- 

1 

- 

1 

UNABLE  TO  ANSWER 

- 

- 

1 

1 

TOTAL 

6 

7 

9 

22* 

*ONE  INTERVIEW  INCOMPLETE 
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would  fit  into  INPUT'S  A category  of  company.  Their  corporate  plan 
was  basically  to  follow  their  competitor's  corporate  plan.  They  are  in 
the  process  of  modifying  this  approach. 

Other  philosophies  mentioned  in  addition  to  those  in  the  exhibit 
included:  "maintain  a good  reputation,"  "have  fun"  and  "have  good, 

high-quality  people." 

• The  philosophies  espoused  give  some  indication  why  these  companies  place 
such  a high  value  on  market  and  product  planning. 

B.  PLAN  DEVELOPMENT 


• The  vice  president  of  corporate  planning  was  responsible  for  designing  the 
planning  process  for  more  than  three-quarters  of  the  A and  B companies,  as 
shown  in  Exhibit  V-8. 

In  the  C companies,  more  than  half  of  the  chief  executives  assumed 
that  responsibility,  while  others  delegated  that  responsibility  to  various 
members  of  their  staffs. 

The  design  of  the  planning  process  was  a collective  presidential  staff 
responsibility  at  two  of  the  B companies. 

• All  of  the  A companies  used  a planning  manual  or  formal  guidelines  for  the 
planning  process,  whereas  none  of  the  C companies  did  and  only  two  of  the  B 
companies  did,  as  shown  in  Exhibit  V-9. 

• Companies  that  employed  planning  manuals  had  higher  profit  margins  than 
companies  that  did  not,  as  shown  in  Exhibit  V-IO. 
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EXHIBIT  V- 8 


INDIVIDUAL  RESPONSIBLE  FOR 
DESIGNING  THE 
PLANNING  PROCESS 


COMPANY 

GROUP 

INDIVIDUAL 

A 

B 

C 

PRESIDENT,  CHAIRMAN,  CEO 

1 

- 

6 

VICE-PRESIDENT  OF 

C 

c 

1 

CORPORATE  PLANNING 

D 

J 

PRESIDENT’S  STAFF 

- 

2 

- 

VICE-PRESIDENT  OF  FINANCE 

- 

- 

1 

DIRECTOR  OF  MARKET 

1 

RESEARCH 

NO  ONE 

- 

- 

1 

TOTAL 

6 

7 

10 

- 
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NUMBER  OF  RESPONDENTS 


EXHIBIT  V- 9 


USE  OF  PLANNING  MANUAL 


COMPANY  GROUP 


I I YES 
0 NO 
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PRE-TAX  PROFIT  (PERCENT) 


EXHIBIT  V-10 


PRE-TAX  PROFIT  MARGINS  AND 

USE  OF  PLANNING  MANUAL 


USED  PLANNING 
MANUAL 


DON'T  USE 
PLANNING 
MANUAL 


| | 1978 

Z2  1979 
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• The  C companies  provided  nearly  an  equal  amount  of  formal  planning  training 
to  staff  and  line  managers,  as  shown  in  Exhibit  V-l  I. 

Although  the  B companies  have  half  the  number  of  full-time  planners  as 
the  A companies,  they  are  investing  more  than  50%  more  time  in  the 
training  of  their  line  managers  as  the  A companies. 

This  is  because  the  B companies  are  in  the  startup  phase  of  corporate 
planning  and  still  need  to  educate  their  management  in  the  process  of 
corporate  planning. 

In  answering  this  question  on  corporate  planning  training,  many  of  the  C 
companies  included  time  spent  on  business  and  market  planning  as  well. 

• The  number  of  iterations  in  developing  versions  of  a corporate  plan  was  very 
high  for  the  A companies  compared  to  the  other  categories,  as  shown  in 
Exhibit  V- 12. 

The  number  of  versions  developed  is  an  indicator  of  the  depth  of  the 
negotiating  consensus  process  in  the  development  of  the  plan. 

It  is  also  an  expensive  and  time-consuming  process  that  has  proven  its 
value  to  the  managers  at  the  A companies. 

• The  A companies  also  planned  the  farthest  into  the  future,  as  shown  in  Exhibit 
V-l  3. 


Although  many  of  the  A and  B companies  stated  that  they  worked  with 
a five-year  plan,  the  consensus  was  that  a three-year  plan  was  most 
practical  in  application. 

A number  of  respondents  indicated  that  parts  of  the  plan,  such  as  future 
technological  changes,  should  be  looked  at  ten  years  out. 
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EXHIBIT  V- 1 1 


EXTENT  OF  FORMAL  PLANNING  TRAINING  GIVEN  TO  MANAGERS 


COMPANY  GROUP 


| | STAFF  MANAGERS 

[7\  LINE  MANAGERS 
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EXHIBIT  V-12 


NUMBER  OF  VERSIONS  OF  PLAN 


(/) 

Z 

o 

CO 

tx 

LU 

> 

LL 

o 


cx 

LU 

CQ 


COMPANY  GROUP 


□ HIGHEST  NUMBER 

| | LOWEST  NUMBER 

□ AVERAGE  NUMBER 
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EXHIBIT  V- 1 3 


NUMBER  OF  YEARS  IN  CORPORATE  PLAN 


COMPANY  GROUP 


-80- 

© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


• The  frequency  of  updating  the  plan  is  shown  in  Exhibit  V- 14. 

The  frequency  is  a function  of  the  number  of  years  in  the  corporate 
plan. 

The  longer  the  life  of  the  plan,  the  less  frequently  it  is  updated. 

The  frequency  ranged  from  17%  to  23%  of  the  total  length  of  the  plan 
for  the  three  categories,  with  22%  being  the  overall  average. 

• An  overwhelming  majority  of  the  executives  felt  that  the  frequency  with 
which  they  updated  the  plan  was  correct. 

• Exhibit  V- 1 5 shows  how  much  of  the  plan  is  revised  when  it  is  updated.  The  A 
companies  revised  their  plans  much  more  extensively  than  the  others  because 
they  had  the  interest  and  the  means  to  look  at  more  opportunities  that  would 
impact  the  plan. 


C.  PLAN  EXECUTION 


• After  the  corporate  plan  has  been  developed,  it  is  then  used  as  the  basis  for 
developing  a one-year  business  or  operating  plan. 

This  business  plan  may  be  a part  of  the  original  corporate  plan  or  it  may 
require  a further  draft  to  specify  more  detail  with  respect  to  tactics 
and  quantitative  objectives. 

The  business  plan  is  reviewed  at  least  quarterly,  and  often  on  a monthly 
basis. 

• In  a typical  company,  only  the  president,  the  officers  and  the  division  heads 
get  a copy  of  the  full  corporate  plan,  as  shown  in  Exhibit  V- 1 6 . The  A 
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NUMBER  OF  MONTHS  BETWEEN  PLAN  UPDATES 


EXHIBIT  V- 1 4 


FREQUENCY  OF  UPDATING  PLAN 
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PROPORTION  OF  PLAN  REVISED 


EXHIBIT  V-1  5 


PROPORTION  OF  PLAN  REVISED 


COMPANY  GROUP 
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EXHIBIT  V-1  6 


LOWEST  LEVEL  OF  MANAGEMENT  TO  WHICH 
FULL  COPY  OF  PLAN  IS  DISTRIBUTED 


| | PRESIDENT 

Y/\  OFFICERS 
03  DIVISION  HEADS 
□ CONTRIBUTORS 


* ONE  HAD  NO  PLANS 
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companies  tended  to  distribute  the  plan  more  broadly  through  lower  ranks  of 
management  than  did  the  B and  C companies. 

• Line  management  is  always  responsible  for  executing  the  plan,  but  in  most 
companies,  managers  below  the  division  head  level  only  see  the  portion  of  the 
business  plan  for  which  they  are  responsible. 

• Nearly  all  companies  treat  the  corporate  plan  and  business  plan  as  top  secrets 
to  be  closely  guarded  by  the  most  senior  levels  of  management. 

The  one  exception  was  an  A company  that  distributed  a copy  of  the  full 
plan  to  all  managers. 

A broader  distribution  of  the  corporate  plan,  with  certain  sensitive  data 
removed  covering  broad  and  general  objectives,  would  improve  the 
effectiveness  of  plan  execution  due  to  management's  greater  awareness 
of  corporate  goals. 


D.  CONTROLLING  AND  MONITORING  THE  PLAN 


• Execution  of  the  plan  is  controlled  through  revenue  and  expense  budgets  and 
through  establishing  qualitative  controls. 

A greater  percentage  of  the  A companies  employed  and  emphasized 
qualitative  measures  than  did  the  B and  C companies,  as  shown  in 
Exhibit  V-l 7. 

Qualitative  objectives  were  reviewed  much  less  frequently  than  quan- 
titative ones. 
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NUMBER  OF  COMPANIES 


EXHIBIT  V-17 


MEASURES  OF  SUCCESS  OF  PLAN  EXECUTION 


EJ  QUANTITATIVE  MEASURES 

E2  QUANTITATIVE  AND  QUALITATIVE  MEASURES 
NO  MEASURES 
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Measuring  the  success  and  providing  incentives  for  meeting  qualitative 
objectives  was  a difficult  problem  area  for  most  of  the  companies 
employing  them. 

A variety  of  quantitative  measures  were  cited  by  the  respondents: 

The  most  common  measure  cited  was  profitability. 

Other  measures  mentioned  included  productivity,  employee  turnover, 
accuracy  of  budget  and  revenue  forecasts,  market  share,  return  on 
investment,  gross  profit  margins  and  revenue  growth. 

The  A companies  generally  measured  the  success  of  plan  execution 
through  a greater  variety  and  number  of  measures  than  did  the  other 
companies. 

When  asked  who  was  responsible  for  monitoring  the  plan,  the  A companies  all 
responded  with  various  line  managers,  while  a majority  of  the  B companies 
responded  with  the  chief  planner,  as  shown  in  Exhibit  V-18. 

This  implies  that  the  chief  planners  at  many  of  the  B companies  and 
some  of  the  C companies  do  not  understand  their  roles  in  the  planning 
process. 

The  A companies'  chief  planners  viewed  their  job  primarily  as  designing 
the  planning  process  and  seeing  that  it  took  place.  They  did  not  view 
their  role  as  creating,  executing  or  monitoring  the  plan  itself. 

The  executives  were  asked  how  they  would  improve  monitoring  and  control  of 
the  plan. 

In  response  to  this  question,  most  of  the  A and  B companies'  answers  focused 
more  on  the  planning  process  than  the  control  process.  The  suggestions 
included  the  following: 
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EXHIBIT  V- 1 8 


INDIVIDUAL  RESPONSIBLE  FOR  MONITORING  THE  PLAN 


COMPANIES 

INDIVIDUAL 

A 

B 

C 

VICE-PRESIDENT  OF  CORPORATE 
PLANNING  OR  EQUIVALENT 

- 

5 

4 

OFFICERS 

3 

- 

2 

DIVISION  MANAGERS 

1 

2 

- 

VICE-PRESIDENT  OF  FINANCE 

2 

- 

- 

VICE-PRESIDENT  OF  MARKETING 

- 

- 

1 

PRESIDENT 

- 

- 

3 

TOTAL 

6 

7 

10 
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"Improve  the  linkage  between  the  corporate  plan  and  the  business  plan." 

"The  planning  process  should  take  place  less  at  the  high-level  staff  area 
and  more  at  the  lower  levels  of  line  management,  and  in  a more 
detailed  manner." 

"More  preparatory  meetings  of  senior  management  should  take  place 
prior  to  the  planning  process." 

"Management  must  spend  more  time  in  the  planning  process." 

• Responses  from  all  of  the  surveyed  companies  that  did  address  improvements 
in  monitoring  and  controlling  the  plan  included  the  following: 

"Have  regular  monthly  review  sessions  to  improve  the  sharing  of 
information." 

"Need  to  put  in  place  more  early  warning  signals  to  prompt  plan 
review." 

"Plan  should  be  reviewed  monthly  instead  of  quarterly." 

"Improve  measurements  of  qualitative  performance." 

"Improve  market  share  analysis." 

"Establish  more  financial  controls  on  product  development  and  planning." 
"Provide  more  flexibility  on  revision  of  qualitative  objectives." 
"Automate  more  of  the  reporting  process." 

• Most  of  the  suggestions  focused  on  more  frequent  and/or  timely  reporting  and 
reviewing  of  plan  execution,  which  appears  to  be  a widespread  problem  among 
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the  B and  C companies.  Apparently,  it  takes  a good  deal  of  effort,  time  and 
experience  to  monitor  plan  execution  effectively. 
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VI  RESEARCH 


VI  RESEARCH 


A.  MARKET  RESEARCH 


• Market  research  is  an  important  integral  part  of  the  corporate  planning 
process.  All  of  the  companies  that  had  a formal  corporate  planning  process 
felt  that  it  was  indispensable. 

• The  type  and  amount  of  market  research  used  says  much  about  corporate 
objectives  and  the  planning  process  employed  to  reach  them. 

• Two-thirds  of  the  A companies'  executives  stated  that  the  primary  objective 
of  their  market  research  was  to  find  the  greatest  opportunities  in  order  to 
allocate  corporate  resources  to  exploit  them,  as  shown  in  Exhibit  VI- 1 . The 
remaining  third  of  the  A companies  cited  finding  new  opportunities  in  new 
markets  for  existing  products. 

• Several  of  the  B companies  were  also  looking  for  new  markets  or  oppor- 
tunities, but  more  of  them  were  still  struggling  with  determining  market  size 
(and  their  share  of  it  )for  their  current  businesses. 

• The  ten  C companies  gave  six  different  objectives,  with  30%  of  them  citing 
"identifying  opportunities  in  new  markets"  as  their  primary  objective. 
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EXHIBIT  VI-1 


PRIMARY  OBJECTIVE  OF  MARKET  RESEARCH 


FINDING  OPPORTUNITIES  AND 
DEDICATING  RESOURCES  TO 
LARGEST  OPPORTUNITIES 


IDENTIFYING  OPPORTUNITIES 
IN  NEW  MARKETS 


DETERMINING  MARKET  SHARE 
AND  SIZE 


MONITORING  IMPACT  OF 
TECHNOLOGICAL  CHANGE 


GATHERING  DATA  TO  SUPPORT 
STRATEGY 


FINDING  PROSPECTS 


NO  FORMAL  RESEARCH 


I I A COMPANIES 
[\|  B COMPANIES 

rrri  c companies 


NUMBER  OF  RESPONDENTS 


ALL  COMPANIES 
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• Nearly  half  the  expenditures  by  the  A companies  on  competitive  analysis  were 
for  external  research,  leaving  a little  more  than  12%  of  their  external 
expenditures  unaccounted  for. 

A significant  portion  of  those  expenditures  is  allocated  to  buy  market 
research  data  and  analysis  to  support  their  search  for  new  markets  and 
opportunities. 

They  also  buy  custom  market  research  consulting  services  to  qualify 
possible  opportunities. 

• It  is  apparent  that  the  A companies  are  researching  much  more  complex 
market  issues  than  the  other  companies,  when  one  sees  that  five  out  of  six  of 
them  analyze  their  markets  by  both  industry  segment  and  product,  as  shown  in 
Exhibit  VI-2. 

• All  four  of  the  C companies  which  analyzed  their  markets  by  both  industry 
segment  and  product  were  processing  services  companies. 

Two  of  these  companies  had  highly  specialized  products  addressing  a 
specific  industry  that  was  very  mature  and  highly  saturated,  so  they 
were  studying  other  markets  for  opportunities. 

The  other  two  companies  provided  general  processing  services  but  sold 
major  products  to  several  different  major  industries,  and  so  they  were 
simply  following  their  markets. 

• The  most  frequently  mentioned  source  of  data  for  market  share  research  came 
from  the  field  sales  organizations  for  the  B and  C companies,  whereas  50%  of 
the  A companies  purchased  market  research  studies  for  this  information,  as 
shown  in  Exhibit  VI-3. 

Field  sales  organizations  are  one  of  the  best  sources  a company  can 
draw  upon  for  market  information.  However,  the  data  are  biased  in 
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NUMBER  OF  COMPANIES 


EXHIBIT  VI-2 


COMPANIES  ANALYZING  THEIR 
MARKET  BY  BOTH  INDUSTRY  AND  PRODUCT 


COMPANY  CROUP 
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EXHIBIT  VI-3 


METHODS  OF  DETERMINING  MARKET  SHARE 


NUMBER  OF  TIMES  MENTIONED 

RESEARCH  TECHNIQUE 

A 

COMPANIES 

B 

COMPANIES 

C 

COMPANIES 

ALL 

COMPANIES 

PURCHASED  MARKET 
RESEARCH  STUDIES 

3 

1 

3 

7 

INPUT  FROM  FIELD  SALES 
ORGANIZATION 

1 

3 

3 

7 

PUBLICATIONS  AND  TRADE 
JOURNALS 

- 

2 

2 

4 

GENERAL  OR  NO  ANSWER 

1 

1 

1 

3 

ANNUAL  REPORTS  AND  lOKs 

1 

- 

1 

2 

SURVEY  CUSTOMERS  AND/OR 
PROSPECTS 

— 

1 

1 

2 

GOVERNMENT  DATA  IN 
PUBLIC  DOMAIN 

- 

— 

1 

1 

DEMOGRAPHIC  DATA 

1 

— 

— 

1 

TOTAL 

7 

8 

12 

27 
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that  they  are  derived  only  from  the  company  customers  and  prospects. 
Also  the  data  are  not  usually  collected  in  an  organized  and  professional 
manner. 

In  addition,  they  are  not  very  useful  in  finding  and  evaluating  new 
opportunities  in  new  markets.  This  is  the  reason  the  A companies  relied 
more  heavily  on  market  research  firms  for  input. 

For  the  most  part,  the  B and  C companies'  sources  of  market  share  data 
were  the  most  inexpensive  ones  available. 

The  most  important  source  of  competitive  information  for  all  the  companies 
was  their  field  sales  organization,  as  shown  in  Exhibit  VI-4. 

External  research  studies  were  again  cited  as  an  important  source  of  infor- 
mation, especially  for  the  A companies. 

Consultants  who  provided  benchmark  services  were  valuable  to  50%  of  the 
software  companies  interviewed. 

Several  of  the  professional  services  firms  indicated  that  they  freely  exchanged 
competitive  information  with  competitors. 

The  Freedom  of  Information  Act  allows  firms  dealing  with  the  government 
access  to  very  valuable  information  about  competitors. 

The  A companies  employed  nearly  twice  as  many  sources  or  techniques  for 
acquiring  competitive  information  than  did  the  B and  C companies. 

The  companies  were  asked  if  they  monitored  environmental  factors  such  as 
technological,  economic,  social,  political  or  legal  changes. 
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EXHIBIT  VI-4 


METHODS  OF  MONITORING 
COMPETITORS 


NUMBER  OF  TIMES  MENTIONED 

MONITORING  TECHNIQUE 

A 

COMPANIES 

B 

COMPANIES 

C 

COMPANIES 

ALL 

COMPANIES 

INPUT  FROM  FIELD  SALES 
ORGANIZATION 

4 

2 

5 

11 

PURCHASED  MARKET 
RESEARCH  STUDIES 

3 

1 

. 

4 

PUBLICATIONS  AND  TRADE 
JOURNALS 

3 



1 

4 

ANNUAL  REPORTS  AND  lOKs 

2 

- 

2 

4 

CONFERENCES,  SEMINARS, 
PROFESSIONAL  ASSOCIATIONS 

1 

1 

1 

3 

BENCHMARKET  SERVICES 

- 

- 

2 

2 

GOVERNMENT  DATA  IN  PUBLIC 
DOMAIN 

— 

2 



2 

TALKS  WITH  COMPETITORS 

1 

- 

1 

2 

NONE  SPECIFIED 

- 

2 

- 

2 

RESPONSE  TO  COMPETITOR'S  ADS 

- 

1 

- 

1 

TOTAL 

14 

9 

12 

35 

AVERAGE  NUMBER  OF  TECHNIQUES 
MENTIONED  PER  COMPANY 

2.3 

1.3 

1.2 

1.5 
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Since  all  of  the  companies  were  involved  in  the  high-technology 
computer  business,  they  had  large  technical  staffs  upon  which  they 
depended  to  monitor  technological  changes. 

None  of  the  companies  monitored  social  change  to  any  degree. 

Six  companies  that  sold  to  the  government  or  to  highly  regulated 
industries  like  the  investment  community  monitored  political  and  legal 
changes;  some  of  them  through  large  legal  staffs  or  offices  in  Wash- 
ington, D.C. 

Sixty-five  percent  of  the  B and  C companies  did  not  monitor  economic  change 
at  all,  in  contrast  to  the  A companies,  which  all  monitored  it  in  some  way,  as 
shown  in  Exhibit  VI-5.  Half  of  the  A companies  also  benefitted  by  having  large 
parent  organizations  that  performed  significant  economic  analysis  for  them. 

The  most  popular  kind  of  research  employed  by  the  surveyed  companies  to 
identify  market  or  industry  opportunities  was  to  purchase  market  research 
studies  and  to  hire  consultants  to  perform  custom  research,  as  shown  in 
Exhibit  VI-6. 

The  A companies  used  nearly  twice  as  many  techniques  in  this  research 
as  did  the  B and  C companies. 

More  than  half  of  the  C companies  did  no  special  research  for  this 
purpose. 

Again,  the  A companies  relied  heavily  on  market  research  firms  to 
assist  them  in  identifying  market  opportunities. 

Input  from  customers,  user  groups,  prospects  and  the  field  organization 
was  also  relied  upon  heavily  by  many  companies. 
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EXHIBIT  VI-5 


METHODS  OF  MONITORING  ECONOMIC  CHANGE 


NUMBER  OF  TIMES  MENTIONED 

RESEARCH  TECHNIQUE 

A 

COMPANIES 

B 

COMPANIES 

C 

COMPANIES 

ALL 

COMPANIES 

ECONOMIC  RESEARCH  DEPART- 
MENT OFv  PARENT  COMPANY 

3 

3 

BUSINESS  PRESS 

2 

- 

2 

4 

DEPARTMENT  OF  COMMERCE 
REPORTS 

1 

_ 

2 

3 

WASHINGTON,  D.C.,  SALES 
OFFICE 

— 

1 

1 

2 

OUTSIDE  CONSULTANT 

- 

1 

- 

1 

NONE 

- 

5 

6 

11 

TOTAL 

6 

7 

11 

24 
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EXHIBIT  VI-6 


KINDS  OF  RESEARCH  DONE  TO  IDENTIFY 
MARKET  OR  INDUSTRY  OPPORTUNITIES 


NUMBER  OF  TIMES  MENTIONED 

RESEARCH  TECHNIQUE 

A 

COMPANIES 

B 

COMPANIES 

C 

COMPANIES 

ALL 

COMPANIES 

PURCHASED  MARKET  RESEARCH 
STUDIES  AND  CONSULTANTS 

5 

2 

2 

9 

NO  RESEARCH 

- 

1 

6 

7 

TALKS  WITH  CUSTOMERS 

1 

1 

- 

2 

TALKS  WITH  PROSPECTS 

- 

1 

1 

2 

INPUT  FROM  FIELD  SALES 
ORGANIZATION 

1 

1 

_ 

2 

STUDIES  OF  DEMOGRAPHIC  DATA 

1 

1 

- 

2 

TRADE  PUBLICATIONS  AND 
JOURNALS 

1 

— 

1 

2 

CONFERENCES,  SEMINARS, 
PROFESSIONAL  ASSOCIATIONS 

1 

— 

_ 

1 

USER  GROUPS 

- 

- 

1 

1 

TALKS  WITH  COMPETITORS 

1 

- 

- 

1 

TOTAL 

11 

7 

11 

29 

AVERAGE  NUMBER  OF  TECHNIQUES 
MENTIONED  PER  COMPANY 

2 

1 

1.1 

1.3 
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PRODUCT  RESEARCH  AND  PLANNING 


B. 


• Product  planning  was  examined  closely  for  this  study  since  it  is  a vital  aspect 
of  corporate  planning.  Also,  it  provides  several  good  measures  of  how  well  a 
company  is  managed. 

• Customers  were  mentioned  as  the  source  of  new  product  ideas  three  times  as 
frequently  as  any  other  source  by  all  the  companies  surveyed,  as  shown  in 
Exhibit  VI-7.  Customers  were  the  ultimate  source  of  product  ideas  coming 
from  the  sales  force  and  product  management. 

• More  than  half  of  each  category  of  company  required  a written  product  plan, 
but  the  A category  was  distinct  in  that  every  company  required  one,  as  shown 
in  Exhibit  VI-8. 

• Products  were  evaluated  most  frequently  by  a product  manager  in  marketing 
and  slightly  less  frequently  by  the  president  in  the  B and  C companies,  as 
shown  in  Exhibit  VI-9. 

• The  A companies  had  more  complex  evaluation  processes,  which  frequently 
involved  multiple  layers  of  management  and  multiple  cycles  of  review.  This 
was  because  they  had  a broad  array  of  factors  to  look  at  from  many  different 
perspectives.  Most  of  the  C companies  took  a much  briefer,  more  informal 
approach  to  product  evaluation. 

• Product  plans  were  approved  by  the  president  or  a member  of  his  immediate 
staff  in  60%  of  the  B and  C companies  and  50%  of  the  A companies. 

• In  one  A company,  a special  committee  of  line  managers  would  be  put  together 
to  approve  a product  plan  and  in  another,  the  corporate  planning  group  would 
make  the  decision. 
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EXHIBIT  VI-7 


SOURCES  OF  NEW  PRODUCT  IDEAS 


NUMBER  OF  TIMES  MENTIONED 

SOURCE 

A 

COMPANIES 

B 

COMPANIES 

C 

COMPANIES 

ALL 

COMPANIES 

CUSTOMERS 

CUSTOMERS 

3 

4 

3 

10 

USER  GROUPS 

- 

2 

1 

3 

SALES  FORCE 

3 

3 

2 

8 

PRODUCT  MANAGEMENT 

2 

5 

3 

10 

CUSTOMER  SUBTOTAL 

8 

14 

9 

31 

RESEARCH  AND  DEVELOPMENT 

4 

4 

1 

9 

SENIOR  MANAGEMENT 

3 

2 

5 

10 

TOTAL 

15 

20 

15 

50 
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COMPANIES  REQUIRING  PRODUCT  PLAN 

(PERCENT) 


EXHIBIT  VI-8 


PROPORTION  OF  COMPANIES  REQUIRING  A 
PRODUCT  PLAN  FOR  EACH  NEW  PRODUCT 


COMPANY  GROUP 
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EXHIBIT  VI-9 


PERSONS  RESPONSIBLE  FOR  EVALUATING  NEW  PRODUCTS 


EVALUATOR 

A 

COMPANIES 

B 

COMPANIES 

C 

COMPANIES 

ALL 

COMPANIES 

MULTIPLE  LEVELS  OF  MANAGE- 
MENT 

3 

3 

PLANNING  GROUP 

1 

1 

- 

2 

PRODUCT  MANAGEMENT  (MARKET- 
ING) 

1 

3 

4 

8 

THE  PRESIDENT 

1 

2 

3 

6 

MANAGEMENT  COMMITTEE 

- 

1 

- 

1 

EMPLOYEES 

- 

- 

1 

1 

CUSTOMER  FUNDING 

- 

- 

1 

1 

NO  FORMAL  PROCEDURE 

- 

- 

1 

1 

- 104  - 

© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPU 


In  most  companies,  a product  plan  would  be  approved  at  different  levels, 
depending  on  the  financial  commitment  required  by  the  plan. 

Exhibit  VI-10  shows  that  the  product  approver  from  all  three  of  the  categories 
spent  more  time  directly  with  customers  than  did  top  managers  of  IBM  and 
DEC,  which  were  identified  in  a McKinsey  & Co.  study  as  having  very  good 
management. 

All  of  the  product  approvers  were  from  high-level  management  in  the 
surveyed  companies. 

The  B companies  rated  product  planning  as  their  most  important 
planning  activity,  and  this  can  be  seen  reflected  in  the  fact  that  these 
senior  managers  are  spending  about  25%  of  their  time  with  their 
customers. 

Regardless  of  the  quality  of  their  corporate  planning,  the  companies  in  all 
categories  surveyed  are  above  average  in  profit  performance,  due  in  no  small 
part  to  good  product  planning  and  good  management  in  general. 

The  B companies  are  well  on  their  way  to  establishing  a better 
corporate  planning  process. 

The  C companies  should  take  that  step  under  serious  consideration. 

The  A companies  should  continue  to  refine  the  process. 

Effective  planning  is  a well-balanced  blend  of  product,  market  and  corporate 
planning,  and  no  company  should  dedicate  itself  to  one  or  two  of  these  at  the 
expense  of  the  others. 
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DAYS  PER  YEAR 


EXHIBIT  VI-10 


EXTENT  OF  CUSTOMERS'  INTERACTION  WITH 
PRODUCT  PLAN  APPROVERS 


COMPANY  GROUP 
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APPENDIX  A:  DEFINITIONS 


APPENDIX  A: 


DEFINITIONS 


COMPUTER  SERVICES 


• Computer  services  are  provided  by  vendors  that  perform  data  processing  func- 
tions using  vendors'  computers  (processing  services)  or  assist  users  to  perform 
such  functions  on  their  own  computers  (software  products  and/or  professional 
services). 

• The  following  are  definitions  of  the  modes  of  service  used  in  this  report. 

Remote  Computing  Services  provide  data  processing  to  a user  by  means 
of  terminals  at  the  user's  site(s)  connected  by  a data  communications 
network  to  the  vendor's  central  computer.  There  are  three  submodes  of 
RCS: 


Interactive  (timesharing)  is  characterized  by  interaction  of  the 
user  with  a system,  primarily  for  problem-solving  timesharing 
but  also  for  data  entry  and  transaction  processing:  the  user  is 
on-line  to  the  program/files. 

Remote  Batch  is  where  the  user  hands  over  control  of  a job  to 
the  vendor's  computer,  which  schedules  job  execution  according 
to  priorities  and  resource  requirements. 
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. Data  Base  is  characterized  by  the  retrieval  and  processing  of 
information  from  a vendor-maintained  data  base.  The  data  base 
may  be  owned  by  the  vendor  or  a third  party. 

. User  Site  Hardware  Services  (USHS),  provided  by  RCS  vendors, 
place  programmable  hardware  at  the  user's  site  (rather  than  the 
EDP  center).  USHS  offers: 

Access  to  a communications  network. 

Access  through  the  network  to  the  RCS  vendor's  larger 

computers. 

Significant  software  as  part  of  the  service. 

Batch  Services  include  data  processing  performed  at  vendors'  sites  of 
user  programs  and/or  data  that  are  physically  transported  (as  opposed 
to  electronically,  by  telecommunications  media)  to  and/or  from  those 
sites.  Data  entry  and  data  output  services,  such  as  keypunching  and 
COM  processing,  are  also  included.  Batch  services  include  those 
expenditures  by  users  who  take  their  data  to  a vendor's  site,  which  has  a 
terminal  connected  to  a remote  computer  used  for  the  actual  proces- 
sing. 

Processing  Services  Facilities  Management  (FM)  (also  referred  to  as 
"Resource  Management"  or  "Systems  Management")  is  the  management 
of  all,  or  a significant  part  of,  a user's  data  processing  functions  under  a 
long-term  contract  (not  less  than  one  year).  To  qualify  as  processing 
services  FM,  the  contractor  must  directly  plan  and  control  as  well  as 
operate  its  own  computers/communications  network,  including  pro- 
viding computers  at  the  client's  site  to  deliver  the  service.  Simply 
providing  resources,  even  though  under  a long-term  contract  and/or 
providing  for  all  of  a user's  processing  needs,  does  not  necessarily 
qualify  as  FM. 
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TYPES  OF  PROCESSING  SERVICES 


• Processing  services  encompass  processing  services  facilities  management, 
remote  computing  services  and  batch  services.  They  are  categorized  by  type 
of  services  bought  by  users  as  follows: 

Function  Specific  services  are  the  processing  of  applications  that  are 
targeted  to  specific  user  departments  (e.g.,  finance,  personnel,  sales) 
but  cut  across  industry  lines.  Most  general  ledger,  accounts  receivable, 
payroll  and  personnel  applications  fall  into  this  category.  General 
purpose  tools  such  as  financial  planning  systems,  linear  regression  pack- 
ages and  other  statistical  routines  are  also  included  in  this  category. 
However,  when  the  application  or  tool  is  designed  for  specific  industry 
usage,  then  the  service  is  industry  specific. 

Industry  Specific  services  provide  processing  for  particular  functions  or 
problems  unique  to  an  industry  or  industry  group.  The  software  is 
provided  by  the  vendor  either  as  a complete  package  or  as  an  appli- 
cations ’'tool"  which  the  user  employs  to  produce  a unique  solution. 
Specialty  applications  can  be  either  business  or  scientific  in  orientation; 
data  base  services,  where  the  vendor  supplies  the  data  base  and  controls 
access  to  it  (although  it  may  be  owned  by  a third  party),  are  also  in- 
cluded in  this  category.  Examples  of  industry  specialty  applications 
are:  seismic  data  processing,  numerically  controlled  machine  tool 

software  development  and  demand  deposit  accounting. 

Utility  services  are  those  where  the  vendor  provides  access  to  a com- 
puter and/or  communications  network  with  basic  software  that  enables 
any  user  to  develop  its  own  problem  solution  or  processing  system. 
These  basic  tools  include  terminal-handling  software,  sorts,  language 

compilers,  data  base  management  systems,  information  retrieval  soft- 
ware, scientific  library  routines  and  other  systems  software. 
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USE  OF  PROCESSING  SERVICES 


• Processing  can  be  categorized  by  use  as  follows: 

Transaction  Processing  indicates  those  services  where  the  primary  or 
predominant  purpose  of  the  application  is  to  process  transactions, 
usually  in  a highly  repetitive  fashion.  Most  business  accounting  fits  into 
this  category.  Payroll,  accounts  receivable,  order  entry,  portfolio 
accounting  and  inventory  control  are  all  good  examples  of  transaction 
processing. 

Information  Analysis  services  are  processing  services  where  the  primary 
or  predominant  purpose  of  the  application  is  to  convert  data  into  infor- 
mation through  the  use  of  mathematical,  statistical  or  financial  analysis 
tools  that  readily  and  easily  display  the  results  in  report  or  graphical 
form.  The  tools  may  be  rapidly  adapted  to  address  a variety  of 
nonrepetitive  problems.  These  tools  are  often  in  the  areas  of  financial 
analysis,  marketing,  planning  and  statistical  analysis.  Many  of  the 
techniques  incorporated  have  their  origins  in  scientific  and  engineering 
applications,  which  also  generally  fall  within  this  category. 

User  Data  Base  Management  services  are  processing  services  where  the 
primary  or  predominant  purpose  of  the  application  is  to  organize  and 
maintain  a data  base  of  user  information  in  a manner  that  facilitates  its 
rapid  and  efficient  retrieval  and  display  according  to  user-defined 
parameters,  either  in  ad  hoc  or  fixed  form. 

Vendor  Data  Base  services  are  processing  services  where  the  primary  or 
predominant  purpose  of  the  application  is  to  retrieve  and/or  process 
data  supplied  by  the  vendor  who  controls  access  to  it  (although  it  may 
be  owned  by  a third  party).  There  are  two  modes  of  delivery  of  this 
service: 


- I 10- 

© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPl 


Inquiry  data  base  services  provide  a means  of  selection  and 
retrieval  of  data  only.  They  neither  provide,  nor  usually  allow, 
for  the  subsequent  processing  of  the  data.  Stock  market 
statistics,  news  services  and  bibliographic  data  bases  are  com- 
monly offered  in  this  mode. 

Application  Processing  services,  in  addition  to  providing  a means 
of  selection  and  retrieval,  provide  a means  of  further  processing 
the  data  into  information  through  the  full  use  of  information 
analysis  tools  and  data  base  management  systems,  which  permits 
the  merging  of  vendor  data  with  user  data.  Demographic,  mar- 
keting and  financial  and  economic  data  bases  are  commonly 
offered  in  this  mode. 


PROFESSIONAL  SERVICES 


• The  professional  services  category  is  made  up  of  services  related  to  EDP, 
including  professional  services  facilities  management,  system  design,  cus- 
tom/contract programming,  consulting,  education  and  training.  Services  are 
provided  on  the  basis  of: 

Time  and  Materials  - The  billing  rate  is  measured  in  units  of  time, 
rather  than  actual  costs. 

Fixed  Price  - A firm  price  is  agreed  upon  for  a defined  piece  of  work. 

Cost  Plus  Fee  - The  billing  rate  depends  on  actual  costs  plus  a fixed 
fee. 

• Professional  Services  Facilities  Management  is  the  management  of  all  or  a 
significant  part  of  a user's  data  processing  functions  under  a long-term  con- 
tract (not  less  than  one  year).  To  qualify  as  professional  services  facilities 
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management,  the  contractor  must  directly  plan  and  control  as  well  as  operate 
the  client's  facility,  where  the  computers  are  owned  by  the  client.  Simply 
providing  resources,  even  though  under  a long-term  contract,  does  not  neces- 
sarily qualify  as  professional  services  facilities  management. 


SOFTWARE  PRODUCTS 


• Software  products  include  users'  purchases  of  applications  and  systems  pack- 
ages for  use  on  in-house  computer  systems.  Included  are  lease  and  purchase 
expenditures  as  well  as  fees  for  work  performed  by  the  vendor  to  implement 
and  maintain  the  package  at  the  user's  site(s).  Fees  for  work  performed  by 
organizations  other  than  the  package  vendor  are  counted  in  professional 
services.  There  are  several  subcategories  of  software  products. 

Application  Products  are  software  that  perform  processing  to  serve 

user  functions.  They  consist  of: 

. Cross-industry  products,  used  in  multiple  user  industry  sectors. 
Examples  are  payroll,  inventory  control  and  financial  planning. 

. Industry-specialized  products,  used  in  a specific  industry  sector 
such  as  banking  and  finance,  transportation  or  discrete  manu- 
facturing. Examples  are  demand  deposit  accounting  and  airline 
scheduling. 

System  Products  are  software  that  enable  the  computer/communica- 

tions  system  to  perform  basic  functions.  They  consist  of: 

. System  operations  products,  which  function  during  applications 
program  execution  to  manage  the  computer  system  resource. 
Examples  include  operating  systems,  DBMS,  communication 
monitors,  emulators  and  spoolers. 
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System  utilization  products,  which  are  used  by  operations  per- 
sonnel to  utilize  the  computer  system  more  effectively.  Ex- 
amples include  performance  measurement,  job  accounting,  com- 
puter operations  scheduling  and  utilities. 

System  implementation  products,  which  are  used  to  prepare 
applications  for  execution  by  assisting  in  designing,  program- 
ming, testing  and  related  functions.  Examples  include  languages, 
sorts,  productivity  aids,  data  dictionaries,  report  writers,  project 
control  systems  and  retrieval  systems. 


TURNKEY  SYSTEMS 


• A turnkey  system  is  a combination  of  hardware  and  software  integrated  into  a 
total  system  designed  to  fulfill  the  processing  requirements  of  an  application 
(or  applications)  for  a user. 


PLANNING 


• Corporate  Planning  is  a strategic  planning  process  that  encompasses  at  least 
two  years,  but  more  often  three  to  five  years,  and  occasionally  ten  years.  The 
primary  purpose  of  a corporate  plan  is  to  establish  long-term  objectives  and 
guidelines  for  reaching  those  objectives.  Qualitative  and  quantitative  object- 
ives are  established.  The  objectives  may  vary  from  company  to  company,  but 
one  objective  that  is  ever  present  is  to  increase  profits.  Resources  and  the 
allocation  of  those  resources  are  also  an  integral  part  of  the  corporate  plan, 
especially  financial  resources. 

• Market  or  Industry  Planning  is  a strategic  planning  process  that  encompasses 
no  more  than  two  years,  and  usually  only  one  year.  The  primary  purpose  of 
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this  planning  is  to  identify  and  exploit  the  best  opportunities  for  increasing 
corporate  revenues.  The  planning  may  be  cross-industry  or  industry-special- 
ized. The  primary  issues  addressed  usually  involve  the  positioning  of  existing 

4 

or  new  products  in  the  marketplace. 

Product  Planning  is  a tactical  planning  process  that  encompasses  the  life  cycle 
of  the  product,  but  is  usually  based  on  an  annual  plan.  The  primary  purpose  of 
the  plan  is  to  increase  revenues  derived  from  the  product. 

Business  Planning  is  tactical  planning  that  encompasses  no  more  than  18 
months,  as  little  as  three  months,  but  usually  one  year.  Business  plans  are 
operating  plans  that  are  usually  executed  and  controlled  through  revenue  and 
expense  budgets.  Business  plans  are  made  within  the  context  of  a corporate 
plan,  when  such  a plan  exists.  When  it  doesn't,  plans  are  made  within  the 
context  of  the  chief  executive's  wishes. 
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APPENDIX  B:  QUESTIONNAIRES 


CATALOG  NO. 


PRESIDENTS  QUESTIONNAIRE 
Planning  Evaluation 
1.  Does  your  company  have  a: 

A.  Corporate  Business  Planning  function 

B.  Market  or  Industry  planning  function 

C.  Product  Planning  Function 


Yes 

□ 

□ 

□ 


□ 

□ 

□ 


2.  How  important  are  these  functions  to  the  success  of  your 
company;  rate  on  a scale  of  1 to  10  (10  is  high) 

RATING 

A.  Corporate  Planning  

B.  Market  or  Industry  planning  function  

C.  Product  planning  

3.  How  effective  are  they?  (Rate  on  a scale  of  1 to  10,  10  being 
high) 


RATING 

A.  Corporate  planning  

B.  Market  or  Industry  planning  function 

C.  Product  planning  


4.  If  ratings  were  very  high  (9-10)  or  very  low  (1-2) 
ask  why. 
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CATALOG  NO. 


5.  Is  the  planning  function  increasing  or  decreasing  in  impor- 


tance? 

□ 

1 ncreasing 

□ 

1 Same 

□ 

1 Decreasing 

Why? 

6.  What  is  the  main  benefit  of  your  corporate  plan? 


7.  Who  is  responsible  for  the: 

A.  Corporate  planning  function 

Name  

Title  

B.  Market  or  Industry  planning  function 

Name  

Title  

C.  Product  planning  function 

Name  

Title  

If  the  president  is  responsible  for  corporate  planning,  continue  the 
interview.  Otherwise: 

Thank  you.  Would  it  be  alright  if  I interviewed  

(Order  of  preference  from  about) 
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VICE  PRESIDENT  OF  STRATEGIC  OR 
CORPORATE  BUSINESS  PLANNING 

Planning  Evaluation 

1.  Does  your  company  have  a: 


Yes 

No 

A. 

Corporate  business  planning  function 

□ 

□ 

B. 

Market  or  Industry  planning  function 

□ 

□ 

C. 

Product  planning  function 

□ 

. □ 

How 

important  are  these  functions  to  the 

success 

of  your 

company;  rate  on  a scale  of  1 to  10  (10  is  high) 

RATING 

A.  Corporate  planning  

B.  Market  or  Industry  planning  function 

C.  Product  planning  

3.  What  is  the  main  benefit  of  your  corporate  plan? 


4.  Who  is  responsible  for  the: 

A.  Corporate  planning  function: 

Name:  

Title: 
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CATALOG  NO. 


fflimiMaw 


B.  Market  or  Industry  planning  function: 

Name:  

Title: 


C.  Product  planning  function: 

Name:  _ 

Title: 


If  the  President  is  responsible  for  corporate  planning,  continue  inter- 
view. Otherwise: 

Thank  you.  Would  it  be  alright  if  I interviewed  

(Order  of  preference  from  above) 
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CATALOG  NO. 


MUMMH 


Planning  Activity 

1.  Please  describe  how  your  planning  group(s)  fit  into  the 
company's  organizational  chart: 
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2.  Which  department  interfaces  are  the  most  important  to  the 

corporate  planning  groups  success?  (in  order  of  importance) 

A.  

B.  

C. 


D. 


E. 


3.  What  percent  of  corporate  planning  management's  time  is 
spent  among  the  following  planning  activities.  How  will 
they  change  in  the  future? 

Percent  of  Management's  time  spent  on: 

Now  1985 


Corporate  planning 
Market  or  Industry  planning 
Corporate  Acquisitions 
Product  Acquisitions 
Other  (describe 


100% 


100% 
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4.  How  important  are  each  of  these  planning  activities  to  the 
success  of  your  company?  Rate  importance  on  a scale  of 
1 to  10  (10  is  high) 

IMPORTANCE 

Corporate  planning  

Market  or  Industry  planning  

Product  planning  

Corporate  Acquisitions  

Product  Acquisitions  

Product  Development  Planning  

Market  Research  

Competitive  Analysis  

Pricing  

Other  (describe) 


5.  If  ratings  were  very  high  (9-10)  or  very  low  (1-2),  ask 
why. 


Personnel 

1.  How  many  people  do  you  have  dedicated  to  planning? 

Full-time  

Part-time  

TOTAL 
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CATALOG  NO. 


2.  Will  the  number  of  full  time  people  change 
over  the  next  two  years? 

Increase  ^ 

*6 

Same 

Decrease  % 

3.  How  much  formal  planning  training  does  each  manager 
receive? 

A.  Staff  manager  weeks 

B.  Line  manager weeks 

4.  Do  you  use  a planning  manual? 

Yes 
No 

Expenditures 

1.  What  is  your  total  annual  budget  for  corporate  planning 

$ 

2.  How  will  this  change  over  the  next  two  years? 

Increase  % 

Same 

Decrease  % 

3.  What  percent  of  your  total  budget  is  spent  externally? 

% 


□ 

□ 

□ 


□ 

□ 


□ 

□ 

□ 
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4.  How  much  is  spent  annually  on  Competitive  Analysis? 

A.  Internally  $_ or  % or  planning 

budget 

B.  Externally  $ % 

5.  Will  these  expenditures  increase  or  decrease  in  the  next 
two  years? 

1 1 Increase  % 

1 I Same 

□ Decrease  % 


Appraisal 

1.  How  effective  are  these  functions?  (Rate  on  a scale  of 
1 to  10,  10  being  highly  effective) 

RATING 

A.  Corporate  planning  

B.  Market  or  Industry  planning  function  

C.  Product  planning  

2.  If  ratings  were  very  high  (9-10)  or  very  low  (1-2)  ask  why 
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MUiiUjiaBa 


3.  Is  the  planning  function  increasing  or  decreasing  in  impor- 
tance? 


□ 

Increasing 

□ 

Same 

□ 

Decreasing 

Why? 

Planning  Process 

1.  How  are  objectives  established  for  the  Corporate  Business 
Plan?  (Top,  bottom,  both) 


2.  How  far  into  the  future  do  you  plan?  (number  of  years) 


3.  Who  is  responsible  for  developing  or  designing  the  plan? 
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4.  How  many  versions  of  the  plan  are  developed? 


5.  Who  gets  a copy  of  the  final  plan? 


6.  Who  is  responsible  for  its  execution? 


7.  How  is  the  plan  executed? 


8.  How  often  is  the  plan  updated? 


9.  How  much  of  the  plan  is  usually  updated  or  revised? 


10.  In  your  opinion  is  the  plan  updated: 

□ Too  frequently 

□ Correct  frequency 

□ Too  infrequently 
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gaatMaw 


11.  Who  is  responsible  for  monitoring  the  plan? 


12.  How  is  execution  of  the  plan  controlled? 


13.  How  do  you  measure  the  success  of  plan  execution? 


14.  How  would  you  improve  monitoring  and  controlling  the  plan? 


IV.  Research 

A.  Market  Research  and  Forecasting 
1.  Do  you  analyze  your  market  by: 


Product 


Industry 


Other  (specify) 


2.  What  is  the  primary  objective  of  your  market  research? 
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aiaiam 


3.  What  kind  of  research  is  done  to  identify  market  or 
industry  opportunities? 


B.  Competitive  Analysis 

1.  How  do  you  monitor  competitors? 


2.  How  do  you  determine  market  share? 


C.  Environmental  Monitoring 
1.  How  do  you  monitor: 

a.  Technological  changes 


b.  Economic  changes 
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c.  Social  change 


d.  Political  and  legal  changes 


e.  Other  (describe) 


D.  New  Product  Planning 

1.  Where  do  new  product  ideas  come  from? 


2.  How  are  they  evaluated  or  tested?  and  by  whom? 


3. 


Does  each  new  product  require  a product  plan? 
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4.  Who  approves  a new  product  andVor  product  plan? 


5.  What  percent  of  his  (approver  of  product  plan)  time  does 
he  spend  in  personal  contact  with  customers?  


General 


1.  Is  there  a particular  business  philosophy  or  value  that 
drives  the  company?  what  is  it? 


2.  What  is  the  greatest  strength  of  your  company? 


3.  What  is  the  greatest  weakness  of  your  company? 


4.  For  the  last  two  years,  what  were  corporate  (or  your  division): 

Pretax  Number  of 

Revenues  Profits  Employees 


1978 

1979 


- 129  - 

© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


CATALOG  NO. 


jMMMUdBH 


5.  Are  those  years 
□ Calender 


□ 


or 


Fiscal 


6.  If  fiscal,  when  does  fiscal  year  end? 


What 

percent  of  your  company 

revenues  are  derived  from: 

A. 

Processing  Services 

% 

B. 

Software  products 

% 

C. 

Professional  Services 

% 

D. 

Turnkey  Systems 

% 

E. 

Other 

% 

100  % 

8.  What  is  the  average  annual  growth  rate  for  the  past  five  years 
of  : 

your  revenues  

your  pretax  profits  
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